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The Creative Response in Economic History 


CONOMIC historians and economic theorists can make an inter- 
esting and socially valuable journey together, if they will. It would 

be an investigation into the sadly neglected area of economic change. 
As anyone familiar with the history of economic thought will imme- 
diately recognize, practically all the economists of the nineteenth cen- 
tury and many of the twentieth have believed uncritically that all that 
is needed to explain a given historical development is to indicate 
conditioning or causal factors, such as an increase in population or the 
supply of capital. But this is sufficient only in the rarest of cases. As a 
rule, no factor acts in a uniquely determined way and, whenever it 
does not, the necessity arises of going into the details of its modus 
operandi, into the mechanisms through which it acts. Examples will 
illustrate this. Sometimes an increase in population actually has no 
other effect than that predicated by classical theory—a fall in per capita 
real income;’ but, at other times, it may have an energizing effect that 
induces new developments with the result that per capita real income 
rises. Or a protective duty may have no other effect than to increase 
the price of the protected commodity and, in consequence, its output; 
but it may also induce a complete reorganization of the protected 
industry which eventually results in an increase in output so great as 

to reduce the price below its initial level. 

What has not been adequately appreciated among theorists is the 


1 Even within the assumptions of classical theory this is not necessarily true; but we need 
Not go into this. 
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distinction between different kinds of reaction to changes in “condi- 
tion.” Whenever an economy or a sector of an economy adapts itself 
to a change in its data in the way that traditional theory describes, 
whenever, that is, an economy reacts to an increase in population by 
simply adding the new brains and hands to the working force in the 
existing employments, or an industry reacts to a protective duty by 
expansion within its existing practice, we may speak of the develop- 
ment as adaptive response. And whenever the economy or an industry 
or some firms in an industry do something else, something that is out- 
side of the range of existing practice, we may speak of creative response. 

Creative response has at least three essential characteristics. First, 
from the standpoint of the observer who is in full possession of all 
relevant facts, it can always be understood ex post; but it can practically 
never be understood ex ante; that is to say, it cannot be predicted by 
applying the ordinary rules of inference from the pre-existing facts. 
This is why the “how” in what has been called above the “mechanisms” 
must be investigated in each case. Secondly, creative response shapes 
the whole course of subsequent events and their “long-run” outcome. 
It is not true that both types of responses dominate only what the 
economist loves to call “transitions,” leaving the ultimate outcome to 
be determined by the initial data. Creative response changes social and 
economic situations for good, or, to put it differently, it creates situa- 
tions from which there is no bridge to those situations that might have 
emerged in its absence. This is why creative response is an essential 
element in the historical process; no deterministic credo avails against 
this. Thirdly, creative response—the frequency of its occurrence in a 
group, its intensity and success or failure—has obviously something, be 
that much or little, to do (a) with quality of the personnel available in 
a society, (b) with relative quality of personnel, that is, with quality 
available to a particular field of activity relative to quality available, 
at the same time, to others, and (c) with individual decisions, actions, 
and patterns of behavior. Accordingly, a study of creative response in 
business becomes coterminous with a study of entrepreneurship. The 
mechanisms of economic change in capitalist society pivot on entre- 
preneurial activity.” Whether we emphasize opportunity or conditions, 
the responses of individuals or of groups, it is patently true that in 
capitalist society objective opportunities or conditions act through 


2 The function itself is not absent from other forms of society; but capitalist entrepreneurship 
is a sufficiently distinct phenomenon to be singled out. 
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entrepreneurial activity, analysis of which is at the very least a highly 
important avenue to the investigation of economic changes in the 
capitalist epoch.*® This is compatible with widely different views about 
its importance as an “ultimate cause.” 

Seen in this light, the entrepreneur and his function are not difficult 
to conceptualize: the defining characteristic is simply the doing of new 
things or the doing of things that are already being done in a new way 
(innovation).* It is but natural, and in fact it is an advantage, that such 
a definition does not draw any sharp line between what is and what is 
not “enterprise.” For actual life itself knows no such sharp division, 
though it shows up the type well enough. It should be observed at once 
that the “new thing” need not be spectacular or of historic importance. 
It need not be Bessemer steel or the explosion motor. It can be the 
Deerfoot sausage. To see the phenomenon even in the humblest levels 
of the business world is quite essential though it may be difficult to 
find the humble entrepreneurs historically. 

Distinction from other functions with which enterpreneurship is 
frequently but not necessarily associated—just as “farmership” is fre- 
quently but not necessarily associated with the ownership of land and 
with the activity of a farm hand—does not present conceptual dif_i- 
culties either. One necessary distinction is that between enterprise and 
management: evidently it is one thing to set up a concern embodying 
a new idea and another thing to head the administration of a going 
concern, however much the two may shade off into each other. Again, 
it is essential to note that the entrepreneurial function, though facili- 
tated by the ownership of means, is not identical with that of the 
capitalist.” New light is urgently needed on the relation between the 


3 Arthur H. Cole has opened new vistas in this area in his presidential address before the 
Economic History Association, “An Approach to the Study of Entrepreneurship,” THE Tasks oF 
Economic History (Supplemental Issue of THE JouRNAL oF Economic History), VI (1946), 
I-15. 

4 An exact definition can be provided by means of the concept of production functions. On 
this, see Oscar Lange, “A Note on Innovations,” Review of Economic Statistics, XXV (1943), 
19-25. 

5It is sometimes held that entrepreneurship, although it did not require antecedent owner- 
ship of capital (or very little of it) in the early days of capitalism, tends to become dependent 
upon it as time goes on, especially in the epoch of giant corporations. Nothing could be 
further from the truth. In the course of the nineteenth century, it became increasingly easier to 
obtain other people’s money by methods other than the partnership, and in our own time 
promotion within the shell of existing corporations offers a much more convenient access to the 
entrepreneurial functions than existed in the world of owner-managed firms. Many a would-be 
entrepreneur of today does not found a firm, not because he could not do so, but simply 
because he prefers the other method. 
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two, especially because of the cant phrases that are current on this 
topic. In the third place, it is particularly important to distinguish the 
entrepreneur from the “inventor.” Many inventors have become entre- 
preneurs and the relative frequency of this case is no doubt an inter- 
esting subject to investigate, but there is no necessary connection 
between the two functions. The inventor produces ideas, the entrepre- 
neur “gets things done,” which may but need not embody anything 
that is scientifically new. Moreover, an idea or scientific principle is 
not, by itself, of any importance for economic practice: the fact that 
Greek science had probably produced all that is necessary in order to 
construct a steam engine did not help the Greeks or Romans to build 
a steam engine; the fact that Leibnitz suggested the idea of the Suez 
Canal exerted no influence whatever on economic history for two 
hundred years. And as different as the functions are the two sociologi- 
cal and psychological types.° Finally, “getting new things done” is not 
only a distinct process but it is a process which produces consequences 
that are an essential part of capitalist reality. The whole economic 
history of capitalism would be different from what it is if new ideas 
had been currently and smoothly adopted, as a matter of course, by all 
firms to whose business they were relevant. But they were not. It is in 
most cases only one man or a few men who see the new possibility and 
are able to cope with the resistances and difficulties which action always 
meets with outside of the ruts of established practice. This accounts for 
the large gains that success often entails, as well as for the losses and 
vicissitudes of failure. These things are important. If, in every indi- 
vidual case, the difficulties may indeed be called transitional, they are 
transitional difficulties which are never absent in the economy as a 
whole and which dominate the atmosphere of capitalist life perma- 
nently. Hence it seems appropriate to keep “invention” distinct from 
“innovation.” 

The definition that equates enterprise to innovation is a very abstract 
one. Some classifications that are richer in content may be noticed 
because of their possible use in drawing up plans for specific pieces of 
research. There is the obvious classification—historical and systematic— 
of the phenomena of enterprise according to institutional forms, such 
as the medieval trading company, the later “chartered companies,” the 
partnership, the modern “corporation,” and the like, on all of which 


6 The relation between the two has attracted interest before. See, e.g., F. W. Taussig, 
Inventors and Money-Makers (New York: The Macmillan Company, 1915). 
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there exists a vast amount of historical work.’ The interaction of insti- 
tutional forms and entrepreneurial activity, the “shaping” influence of 
the former and the “bursting” influence of the latter, is, as has already 
been intimated, a major topic for further inquiry. Closely connected 
with this classification is the old one according to fields of activity— 
commerce, industry, finance °—which has been refined by the follow- 
ing distinctions: enterprise that introduces “new” commodities; enter- 
prise that introduces technological novelties into the production of 
“old” commodities; enterprise that introduces new commercial com- 
binations such as the opening up of new markets for products or new 
sources of supply of materials; enterprise that consists in reorganizing 
an industry, for instance, by making a monopoly out of it.’ 

But there are other classifications that may prove helpful. We may 
classify entrepreneurs according to origins and sociological types: 
feudal lords and aristocratic landowners, civil servants—particularly 
important, for instance, in Germany after the Thirty Years’ War, 
especially in mining—farmers, workmen, artisans, members of the 
learned professions, all embarked upon enterprise as has often been 
noticed, and it is highly interesting from several points of view to clear 
up this matter. Or we may try to classify entrepreneurial performances 
according to the precise nature of the “function” filled and the apti- 
tudes (some may even add motivation) involved. Since all this presum- 
ably changed significantly in the course of the capitalist epoch, 
economic historians are particularly qualified for work on this line. 

Though the phrase “getting a new thing done” may be adequately 
comprehensive, it covers a great many different activities which, as the 
observer stresses one more than another or as his material displays one 


7 Gustav von Schmoller introduced the subject into his general treatise (Grundriss) of 1904. 
But the novelty consisted only in the systematic use he made of the result of historical research. 
Less systematically, the subject had entered general treatises before. 

8 Financial institutions and practices enter our circle of problems in three ways: they are 
“auxiliary and conditioning”; banking may be the object of entrepreneurial activity, that is to 
say, the introduction of new banking practices may constitute enterprise; and bankers (or other 
“financiers”) may use the means at their command in order to embark upon commercial and 
industrial enterprise themselves (for example, John Law). See the recent book by Fritz 
Redlich, The Molding of American Banking—Men and Ideas (New York: Hafner Publishing 
Company, 1947). 

9 This case emphasizes the desirability, present also in others, of divesting our idea of 
entrepreneurial performance of any preconceived value judgment. Whether a given entre- 
preneurial success benefits or injures society or a particular group within society is a question 
that must be decided on the merits of each case. Enterprise that results in a monopoly position, 
even if undertaken for the sole purpose of securing monopoly gains, is not necessarily anti- 
social in its total effect although it often is. 
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more than another, may, locally, temporarily, or generally, lend differ- 
ent colors to entrepreneurship. In some cases, or to some observers, it 
may be the activity of “setting up” or “organizing” that stands out 
from the others; in other cases, or for other observers, it may be the 
breaking down of the resistances of the environment; in still other 
cases, or for still other observers, simply leadership or, again, salesman- 
ship. Thus, it seems to me, there was a type of entrepreneur in early 
capitalist industry that is best described as a “fixer.” Modern history 
furnishes many instances of entrepreneurship vested in a company 
promotor.’® The typical industrial entrepreneur of the nineteenth cen- 
tury was perhaps the man who put into practice a novel method of 
production by embodying it in a new firm and who then settled down 
into a position of owner-manager of a company, if he was successful, 
or of stockholding president of a company, getting old and conservative 
in the process. In the large-scale corporation of today, the question that 
is never quite absent arises with a vengeance, namely, who should be 
considered as the entrepreneur. In a well-known book, R. A. Gordon 
has presented much interesting material bearing upon this question." 


II 


The economic nature, amount, and distribution of the returns to 
entrepreneurial activity constitute another set of problems on which 
investigation may be expected to shed much-needed light. Conceptual 
difficulties confront us here even before we come up against the still 
more formidable difficulties of fact finding. For the “profit” of the 
English classics, which was analyzed by J. S. Mill into wages of man- 
agement, premiums for risk, and interest on owned capital, was a 
return to normal business activity and something quite different from, 
though influenced by, the gain of successful enterprise in our sense of 
the term. What the latter is can best be explained by considering a 
special case. Suppose that a man, realizing the possibility of producing 
acceptable caviar from sawdust, sets up the Excelsior Caviar concern 
and makes it a success. If this concern is too small to influence the 
prices of either the product or the factors of production, he will sell the 

10In a sense, the promotor who does nothing but “set up” new business concerns might 
be considered as the purest type of entrepreneur. Actually, he is mostly not more than a financial 
agent who has little, if any, title to entrepreneuriship—no more than the lawyer who does 
the legal work involved. But there are important exceptions to this. 


11 Robert A. Gordon, Business Leadership in the Large Corporation (Washington, D.C.: 
The Brookings Institution, 1945). 
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former and buy the latter at current prices. If, however, he turns out 
the unit of caviar more cheaply than his competitors, owing to his 
use of a much cheaper raw material, he will for a time, that is, until 
other firms copy his method, make (essentially temporary) surplus 
gains. These gains are attributable to personal exertion. Hence they 
might be called wages. They may with equal justice be attributed to 
the fact that, for a time, his method is exclusively his own. Hence they 
might also be called monopoly gains. But whether we elect to call them 
wages or monopoly gains, we must add immediately that they are a 
special kind of wages or monopoly gains that differ in important 
respects from what we usually mean to denote by these terms. And so 
we had better call them simply entrepreneurial gains or profit. How- 
ever, it should be observed that if this venture means a “fortune,” 
this fortune does not typically arise from the actual net receipts being 
saved up and invested in the same or some other business. Essentially, 
it emerges as a capital gain, that is, as the discounted value of the 
stream of prospective excess returns. 

In this simple case, which, however, does constitute a type, the 
investigator is not confronted with difficulties other than those involved 
in fact finding. Also, it is clear what happens with that surplus gain: 
in this case the entrepreneurial gain goes to the entrepreneur,” and 
we can also see, if we have the facts, how, to use a current phrase, the 
“fruits of the progress involved are handed to consumers and work- 
men.” The speed of this process of “handing on” varies widely, but 
it would always work, in isolated cases like the one under discussion, 
through a fall in the price of the product to the new level of costs, 
which is bound to occur whenever competition steps up to the success- 
ful concern. But even here we meet the practice of innovators striving 
to keep their returns alive by means of patents and in other ways. The 
gains described above shade off into gains from purposive restriction 
of competition and create difficulties of diagnosis that are sometimes 
insurmountable.** Cumulation of carefully analyzed historical cases is 


12Tt should be obvious that this does not mean that the whole social gain resulting from 
the enterprise goes to the entrepreneur. But the question of appraisa! of social gains from 
entrepreneurship, absolute and relative to the entrepreneurial shares in them, and of the social 
costs involved in a system that relies on business interests to carry out its innovations, is so 
complex and perhaps even hopeless that I beg to excuse myself from entering into it. 

13 Still more difficult is, of course, responsible appraisal, that is to say, appraisal that is not 
content with popular slogans. Measures to keep surplus gains alive no doubt slow up the 
process of “handing on the fruits of progress.” But the knowledge that such measures are 
available may be necessary in order to induce anyone to embark upon certain ventures. There 
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the best means of shedding light on these things, of supplying the 
theorist with strategic assumptions, and banishing slogans. 

If innovations are neither individually small nor isolated events, 
complications crowd upon us. Entrepreneurial activity then affects 
wage and interest rates from the outset and becomes a factor—the 
fundamental factor in my opinion—in booms and depressions. This is 
one reason, but not the only one, why entrepreneurial gains are not net 
returns (1) to the whole set of people who attempt entrepreneurial 
ventures, (2) to the industrial sector in which innovation occurs, (3) 
to the capitalist interests that finance entrepreneurial activity and to 
the capitalist class as a whole. 

Concerning the first point, I might have made my special case more 
realistic by assuming that several or many people try their hands at 
producing that caviar but that all but one fail to produce a salable 
product before the success of this one presents an example to copy. 
The gains of the successful entrepreneur and c* the capitalists who 
finance him—for whenever capital finances enterprise the interest is 
paid out of the entrepreneurial gains, a fact that is very important for 
our grasp of the interest phenomenon—should be related not to his 
effort and their loan but to the effort and the loans of all the entre- 
preneurs and capitalists who made attempts and lost. The presence of 
gains to enterprise so great as to impress us as spectacular and, from 
the standpoint of society, irrational is then seen to be compatible with 
a negative return to entrepreneurs and financing capitalists as a 
group.”* 

It is similarly clear that entrepreneurial gain is not a net accretion 
to the returns of the industrial sector in which it occurs. The impact 
of the new product or method spells losses to the “old” firms. The 
competition of the man with a significantly lower cost curve is, in fact, 
the really effective competition that in the end revolutionizes the 
industry. Detailed investigation of this process which may take many 
forms might teach us much about the actual working of capitalism 
that we are but dimly perceiving as yet. 





also may be other compensating advantages to such measures, particularly where rapid intro- 
duction into general use of new methods would involve severe dislocations of labor, and where 
entrepreneurial gains are important sources of venture capital. 

14 Whether this actually is so in any particular case is, of course, extremely difficult to 
establish. The successes stand out, statistically and otherwise; the failures are apt to escape 
Notice. This is one of the reasons why economists seem so much impressed by peak successes. 
Another reason for faulty appraisal is neglect of the fact that spectacular gains may stimulate 
more effectively than would the same sum if more equally distributed. This is a question that 
no speculation can decide. Only collection of facts can tell us how we are to frame our theory. 
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Concerning the third point, while we have a fair amount of informa- 
tion about how the working class fares in the process of economic 
change, in respect to both real wages and employment, we know 
much less about that elusive entity, capital, that is being incessantly 
destroyed and re-created. That the theorist’s teaching, according to 
which capital “migrates” from declining to rising industries, is unrealis- 
tic is obvious: the capital “invested” in railroads does not migrate into 
trucking and air transportation but will perish in and with the rail- 
roads, Investigation into the histories of industries, concerns, and firms, 
including surveys of sectors in order to point out how long a typical 
firm stays in business and how and why it drops out, might dispel 
many a preconceived notion on this subject. 


III 


Finally, I should like to touch one more set of problems on which 
we may expect light from historical analysis, namely, the problems 
that come within the range of the question: does the importance of the 
entrepreneurial function decline as time goes on? There are serious 
reasons for believing that it does. The entrepreneurial performance 
involves, on the one hand, the ability to perceive new opportunities 
that cannot be proved at the moment at which action has to be taken, 
and, on the other hand, will power adequate to break down the 
resistance that the social environment offers to change. But the range 
of the provable expands, and action upon flashes or hunches is increas- 
ingly replaced by action that is based upon “figuring out.” And modern 
milieus may offer less resistance to new methods and new goods than 
used to be the case. So far as this is so, the element of personal intuition 
and force would be less essential than it was: it could be expected to 
yield its place to the teamwork of specialists; in other words, improve- 
ment could be expected to become more and more automatic. Our 
impression to this effect is reinforced by parallel phenomena in other 
fields of activity. For instance, a modern commander no doubt means 
less in the outcome of a war than commanders meant of old, and for 
the same reasons; campaigns have become more calculable than they 
used to be and there is less scope for personal leadership. 

But this is at present only an impression. It is for the historian to 
establish or to refute it. If, however, it should stand up under research, 
this would be a result of the utmost importance. We should be led to 
expect that the whole mechanism of economic development will 
change significantly. Among other things, the economy would 
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progressively bureaucratize itself. There are, in fact, many symptoms 
of this. And consequences would extend far beyond the field of 
economic phenomena. Just as warrior classes have declined in 
importance ever since warfare—and especially the management of 
armies in the field—began to be increasingly “mechanized,” so the 
business class may decline in importance, as its most vital figure, the 
entrepreneur, progressively loses his most essential function. This would 
mean a different social structure. 

Therefore, the sociology of enterprise reaches much further than is 
implied in questions concerning .the conditions that produce and 
shape, favor or inhibit entrepreneurial activity. It extends to the struc- 
ture and the very foundations of, at least, capitalist society or the 
capitalist sector of any given society. The quickest way of showing 
this starts from recognition of the facts that, just as the rise of the 
bourgeois class as a whole is associated with success in commercial, 
industrial, and financial enterprise, so the rise of an individual family 
to “capitalist” status within that class is typically ’° associated with 
entrepreneurial success; and that the elimination of a family from the 
“capitalist” class is typically associated with the loss of those attitudes 
and aptitudes of industrial leadership or alertness that enter our picture 
of the entrepreneurial type of businessman. 

Now these facts, if they are facts, might teach us a lot about such 
fundamental problems as the nature of the class structure of capitalist 
society; the sort of class civilization which it develops and which 
differs so characteristically from the class civilization of feudal society; 
its schema of values; its politics, especially its attitudes to state and 
church and war; its performance and failures; its degree of durability. 
But a great deal of work needs to be done in order to arrive at scien- 
tifically defensible opinions about all these and cognate things. First 
of all, these “facts” must be established. How far is it really true, for 
instance, that entrepreneurs, while not forming a social class them- 
selves but originating in almost all existing strata, do “feed” or renew 
the capitalist stratum? To put it differently, does the latter recruit 
itself through entrepreneurial successes? Or, to put it still differently, 


15 That is to say, successful entrepreneurship is that method of rising in the social scale 
that is characteristic of the capitalist blueprint. It is, of course, not the only method. First, 
there are other possibilities within the economic sphere, such as possession of an appreciating 
natural agent (for example, urban land) or mere speculation or even, occasionally, success in 
mere administration that need not partake of the specifically entrepreneurial element. Secondly, 
there are possibilities outside the business sphere, for business success is no more the only 
method of rising in capitalist society than knightly service was in feudal society. 
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does the “typical” history of industrial families lead back to entrepre- 
neurial performances that “created” a concern which then, for a time, 
yielded capitalistic surpluses by being merely “administrated” with 
more or less efficiency? How much statistical truth is there in the 
slogan: “Three generations from overalls to overalls”? Secondly, what 
is, as measured by observable results, the economic and cultural, also 
political, importance of the further fact that, though the entrepre- 
neurial function cannot be transmitted by inheritance, except, possibly, 
by biological inheritance, the financial or industrial position that has 
been created can? How much truth is there in the contention that the 
industrial family interest is, in capitalist society, the guardian of the 
nation’s economic future? 

These questions, which could be readily multiplied, have often 
attracted attention. Every textbook of economic history contains some 
material about the origins of entrepreneurs of historical standing, and 
a number of studies have been inspired by full awareness of the 
importance of the answers for our understanding of capitalist society 
and of the ways in which it works.’® But these studies are few and that 
attention has been desultory. We do not know enough in order to form 
valid generalizations or even enough to be sure whether there are any 
generalizations to form. As it is, most of us as economists have some 
opinions on these matters. But these opinions have more to do with our 
preconceived ideas or ideals than with solid fact, and our habit of 
illustrating them by stray instances that have come under our notice 
is obviously but a poor substitute for serious research. Veblen’s—or, for 
that matter, Bucharin’s—Theory of the Leisure Class exemplifies well 
what I mean. It is brilliant and suggestive. But it is an impressionistic 
essay that does not come to grips with the real problems involved. Yet 
there is plenty of material. A great and profitable task awaits those 
who undertake it. 


Harvard University JosepH A. SCHUMPETER 
16 An example is the study by F. J. Marquis and S. J. Chapman on the managerial stratum 


of the Lancashire cotton industry in the Journal of the Royal Statistical Society, LXXV, Pt. III 
(1912), 293-306. 





Taxation and Landownership in the 
Westernization of Japan* 


APAN’S transformation into a modern state began shortly after the 
J middle of the nineteenth century when she was forcibly opened to 
international trade. In the ensuing years, the old social, economic, and 
political structure was overhauled to the end that Japan might become 
a powerful nation able to stand on an equal footing with the more 
advanced Western nations. Early attention was given to land reform 
and peasant emancipation since the country was predominantly agri- 
cultural, with about four fifths of the population engaged in cultivating 
the soil. In the early 1870's the prevailing system of servile land tenure 
was swept away and replaced by a system of private ownership of 
land. Henceforth, the peasants, who had formerly held land from 
feudal nobles in return for certain dues and services, were given title 
to land on which they, as owners, paid a land tax. 

There was thus created a substantial number of peasant proprietors. 
But the taxation and other fiscal policies of the government soon 
reduced most of these peasant owners to poverty and they lost their 
holdings through forced tax sales or mortgage foreclosures. It is the 
purpose of this essay to trace in some detail the transition to the 
modern system of land taxation and the subsequent loss of land by the 
peasants. 


I 


The political and economic system which Commodore Perry found 
in Japan when he forced open the closed door in 1853 has sometimes 
been described as “centralized feudalism.” * This system dated back to 
the beginning of the seventeenth century when, after a period of civil 
wars, the Tokugawa family emerged dominant. In 1603, the head of 
this family, Iyeyasu (1542-1616), was proclaimed shogun by the 
emperor, and thereafter until 1868 he and his heirs governed Japan as 
virtual military dictators. The shogun directly ruled through his 


* A Demobilization Award of the Social Science Research Council for which I desire to 
express my appreciation made possible the preparation of this study. 

1 This is a term used by Honjo Eijiro in his The Social and Economic History of Japan 
(Kyoto, 1935), pp. 18-44. 
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bureaucracy roughly one fourth of the country, including all the 
important cities. The rest of the country was divided among some 260 
feudal nobles who although subject to the control of the shogun 
enjoyed considerable autonomy. 

Under the shogun and the feudal lords were the samurai, or warriors, 
numbering about 400,000 households. By the seventeenth century these 
samurai had been separated from the land and lived in castle towns on 
hereditary rice stipends. The rest of the population consisted of 
merchants, artisans, and peasants, the last named forming the great 
bulk of the population. 

These peasants were looked upon mainly as a source of dues and 
services. The ruling classes thought of them as producers of food who 
should be given enough to survive but no more.” The most important 
payments made by the peasants were the seignorial dues on rice land, 
collected usually in kind and generally amounting to 40 or 50 per cent 
of the yield.* They were forced to pay, in addition, countless dues on 
various things from windows to female children. The peasants were 
also subject to forced labor, not on the lord’s demesne as in Europe, 
but on public works, such as building roads and maintaining irrigation 
works. A particularly burdensome form of service was the sukego or 
the requisitioning of men and horses for courier and postal service. 

Like the serfs in Europe, the Japanese peasants were subject to 
numerous restrictions. They were forbidden to migrate to the towns. 
They could not permanently alienate the land they cultivated, nor 
could the estate be divided unless it was larger than one cho (2.45 
acres) and yielded at least 10 Roku (one Roku = 5.12 bushels) of rice. 


2 Honda Masanobu, one of Iyeyasu’s closest advisers, once wrote: “The peasants are the basis 
of the empire. There are ways of ruling them. First, clearly mark off the boundaries of each 
man’s fields; then have each one estimate the portion of the crop necessary to feed him for a 
year, and make him pay the rest as land tax.”——“Hon-sa-roku”” [The Record of Honda, Sado-no- 
kami] in Nihon Keizai Taitem [A Cyclopedia of Japanese Political Economy], edited by 
Takimoto Seiichi (Tokyo, 1928), III, 21. Many writers characterize Honda as “Machiavellian” 
and Takimoto suggests the possibility that Honda was influenced by Machiavelli, although it is 
evident that he thinks it highly improbable. See his “Nihon Keizai Shiso Shi” [A History of 
Japanese Economic Thought], in Dai Shiso Ensaikuropijia [The Great Thought Encyclopedia] 
(Tokyo, 1928), XV, 197-207. 

3 “All the land in a domain was carefully surveyed by officials of the overlord, and its yield 
was estimated in accordance with its position, the nature of the soil, the number of its cultiva- 
tors, and in certain cases the harvest obtained from a test area. The overlord then took his 
share of the crop, which was divided in a customary ratio, generally ‘shi-kO roku-min’ or ‘four 
to the prince and six to the people,’ but sometimes even two to the prince and one to the 
people.”—G. B. Sansom, Japan, A Short Cultural History (revised edition; New York: D. 
Appleton-Century Company, 1938), pp. 464-65. 
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Owing to the policy of encouraging self-sufficiency in food, crops like 
tobacco were not allowed to be grown on rice land. Even the daily 
lives of the peasants were governed by sumptuary laws which dictated, 
among other things, the kind of clothing they could wear and the type 
of dwelling they could live in. 

As a method of social control, the peasants were organized into 
gonin-gumi or five-man groups. Based on the principle of collective 
responsibility, these teams of five men formed the basic administrative 
unit. If, for instance, one of the members failed to pay his dues, the 
others were jointly responsible. These teams were also used to transmit 
official messages and to apprehend criminals.* 

All these restrictions were part of a larger scheme the purpose of 
which was to freeze Japanese society as it existed in the beginning of 
the seventeenth century. But, as one might expect, it was impossible 
to maintain the status quo, and by the middle of the nineteenth cen- 
tury the system had broken down. In fact when the Western powers 
began to press in on Japan, the country was in the midst of a serious 
economic crisis. This crisis had been brought on in part by the rise of 
a money economy, which enriched the despised merchants at the 
expense of the other classes.” By the middle of the nineteenth century, 
both the shogun and the feudal nobles were bankrupt. This in turn 
affected the samurai because their masters tended to hold back a part 
of the rice stipends. The economic difficulties of the lords and samurai 
led to greater demands on the peasantry. The peasants, however, rose 
up in revolt when they were goaded beyond endurance. Undoubtedly, 
the rising crescendo of peasant revolts weakened the foundations of 
the regime. 

Added to this crisis was the growing pressure of the Western powers 
who insisted that the traditional policy of isolation be abandoned and 
the country opened to trade. As a result of the conjunction of these 
two factors—the internal crisis and external pressure—there occurred 
in 1867 the political change known as the Meiji Restoration. A small 
group of low-ranking samurai, aided by a few court nobles who pro- 
vided the prestige and by the big Osaka merchants who provided the 


4The more important decrees on the control of the peasantry may be found in Tokutomi 
lichiro, Kinsei Nihon Kokumin Shi: Tokugawa Bakufu Joki [A History of the Japanese People 
in Modern Times: The Early Part of the Tokugawa Bakufu] (Tokyo, 1924), II, 512-30. 

5 Takizawa Matsuyo, The Penetration of Money Economy in Japan (New York: Columbia 
University Press, 1927). 
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funds, seized power, destroyed the shogun’s government, and 
“restored” the emperor as the head of the state. Because of their 
samurai origin, the men who had engineered the Restoration realized 
that swords, no matter how sharp and skillfully wielded, were no 
match for Western cannon. They were able to see that, if Japan was 
to escape the fate of her Asiatic neighbors who had been reduced to a 
colonial or semicolonial status, she must become a strong modern 
industrialized state. Accordingly, these samurai, now bureaucrats in 
the new government, launched a series of far-reaching reforms 
designed to close the gap between Japan and the advanced Western 
nations. A centralized government replaced the former system of rule 
by feudal nobles and a modern conscript army organized in 1873 was 
entrusted with the defense of the country. Between 1868 and 1879 the 
government took the lead in building shipyards, arsenals, and iron 
foundaries, in constructing railroads, in putting up telegraph lines, 
and in opening new mines. To spur industrialization in general, the 
government erected “model” factories equipped with imported 
Western machinery and hired foreign experts to teach new techniques. 

Naturally, these reforms required the expenditure of large sums. 
But this was not all. To some extent the new regime had purchased its 
way to power by assuming the debts of feudal nobles and by giving 
pensions to these nobles and the samurai in compensation for the 
hereditary stipends now abolished.® The government could not borrow 
the needed money, for capital accumulation in Japan was relatively 
small. Recourse might have been had to foreign loans, but since the 
leaders feared that such loans would lead to foreign political control 
they were kept to a minimum. Government expenditures, therefore, 
were met by a heavy tax levied on the agricultural population.’ 

It is easy to understand why the new government gave early atten- 
tion to the problem of taxation. The old system of seignorial dues based 
on the yield and payable in kind was expensive to administer and 
subject to fluctuations, which made a modern budgetary system of 


6 The debts and paper notes issued by the nobles amounted to more than 56 million yen, 
while the pensions granted to the nobles and the samurai came to more than 210 million yen.— 
Yamada Seitaro, Nihon Shihonshugi Bunseki [An Analysis of Japanese Capitalism] (Tokyo, 
1934), p. 185. 

7 From 1868 to 1875, 82 per cent of the ordinary revenues of the government was derived 
from the land tax.—Ono Takeo, Noson Shi [A History of Japanese Agriculture], which is 
Volume IX in the series, Gendai Nihon Bummei Shi [A History of Contemporary Japanese 
Civilization] (Tokyo, 1941), p. 50. 
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public finance impossible. As early as 1870, it was proposed that a tax 
be levied which was based on the value of the land and payable in 
money.* But before that could be achieved, it was first necessary to 
establish the principle of the private ownership of land and to free the 
peasants. The first step was taken with the decree of December 1868 
which said that “with the exception of Imperial land and temple and 
shrine land, all village land shall belong to the peasant.” Later decrees 
were issued which gave the peasant the right to choose his crops and to 
alienate his land. Beginning in 1872, the government issued chzken or 
land certificates showing ownership of land.” By early 1873 the ground 
had pretty well been cleared. 

In April 1873 more than seventy local officials met in Tokyo to dis- 
cuss the question of establishing a land tax. Various proposals were 
made; some wished to commute the old dues into money payments, 
while others urged that reforms should be postponed. In the end it was 
decided that it would be best to set up a new system. One reason for 
the decision seems to have been the recognition that the old method 
of seignorial dues paid by unfree peasants would be an anomaly in a 
capitalistic world. “The most worthy feature of the revisions,” said 
Matsukata Masayoshi, one of the architects of the new system, “is that 
by giving the people the right to own land, it increased their love for 
the land and made them study the ways of production and harvest.” *° 

Under the new system the land tax was to be based on the so-called 
“legal value” of the land. This was arrived at by the application of the 
following formula: first, the money value of the average yield (over 
a five-year period) from one tanbu (0.245 acres) of land was calculated 
on the basis of the price of rice prevailing in that area. From this was 
deducted the cost of fertilizer and seed rice (legally fixed at 15 per 
cent), the land tax, and the local tax which was usually one third of 
the land tax. What was left was called the “net profit” despite the fact 
that no deduction had been made for the cost of labor. Then the “net 
profit” was capitalized at a rate ranging from 6 to 7 per cent, giving 
the “legal value” of the land. The land tax was to be 3 per cent of this 


8 Kanda Kohei’s memorial was the first of a series on the land tax. For a detailed account, 
see Ono Michio, Kinsei Noson Keizai Shiron [A History of Agricultural Economics in Modern 
Times], which is Volume LIX in the series, Keizaigaku Zenshu [Collected Works on Economics] 
(Tokyo, 1933), pp. 283 ff. 

9 Ono Takeo, Noson Shi, pp. 45 ff. 

10 Ibid., p. 46. 
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“legal value.” ** Incidentally, it was promised at this time that the tax 
would be reduced eventually to 1 per cent, but this promise was 
never kept. 

Unlike the old dues, the tax was to be paid in money. Whereas 
formerly reductions had been allowed in times of poor harvest, now 
the tax was fixed. Lastly, the tax was to be paid by the owner of the 
land rather than by the cultivator as had been the practice. 

If the peasants had anticipated marked reductions in their payments 
under the new arrangement, they were to be disappointed. To begin 
with, 15 per cent had been allowed for fertilizer and seed in computing 
the “legal value” of the land, but in actual practice these costs usually 
ran higher. More important, no allowance had been made for the cost 
of labor. Consequently, when the local tax of 1 per cent was included, 
the tax burden was quite heavy. According to a hypothetical example 
given by the finance ministry to local officials to help them administer 
the tax law, the land tax plus the local tax required 34 per cent of the 
gross yield.” It is quite likely that, except in those areas where the 
seignorial dues had been exceptionally high, the land tax did not result 
in any substantial decrease in the peasants’ payments. 

The requirement, moreover, that the tax be paid in money worked 
a real hardship on many of the cultivators. It put them at the mercy 
of market conditions over which they had no control. Since the average 
peasant worked a small holding and possessed little or no working 
capital, he could not market his crop at the most advantageous time.** 
While in the long run the price of rice tended to rise, there were always 
seasonal fluctuations. As a rule prices dropped in the fall after harvest 
and gradually rose, reaching their highest level some time in late 


11 Ono Michio, Kinsei Noson Keizai Shiron, p. 302; Saburo Shiomi, “On the Revision of the 
Land Tax,” Kyoto University Economic Review, IV (1929), 79- 

12Tt was assumed that one tanbu (0.245 acres) of land would yield 1.6 Roku of rice worth 
4.80 yen on the basis of 3 yen per koku. Fertilizer and seed (at 15 per cent) came to 0.72 yen, 
while the land tax and local tax amounted to 1.224 yen and 0.408 yen respectively. The net 
profit was 2.448 yen, which, capitalized at 6 per cent, gave 40.80 yen for the land value. 
According to the above calculation, the land tax and local tax required 1.632 yen or 34 per cent 
of the gross proceeds.—Tsuchiya Takao and Okazaki Saburo, Nihon Shihonshugi Hattatsu Shi 
Gaisetsu [Outline History of the Development of Japanese Capitalism] (Tokyo, 1937), p. 60; 
Hirano Yoshitaro, Nihon Shihonshugi Shakai no Kiko [The Mechanism of Japanese Capitalistic 
Society] (Tokyo, 1934), p. 20, and hereafter cited as NSSK. 

13 A survey in 1874 of 3 urban and 27 rural prefectures (excluding Hokkaido where holdings 
are larger) revealed that the average area, including paddy and dry fields, cultivated by a 
family was 2.353 acres.—E. Herbert Norman, Japan’s Emergence as a Modern State (New 
York: Institute of Pacific Relations, 1940), p. 153. 
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summer.* Yet the small cultivator was forced to dispose of his crop 
soon after harvest because that was the time when he needed money 
the most. At that time the land tax became due, debts had to be 
repaid, and preparations made for the holiday season.”® 

There were other disadvantages, especially for those who lived in 
the more remote areas. These peasants could not sell on the national 
market since the transportation system was still poorly developed. 
According to one European observer, rice could not be carried 
profitably more than twenty miles on good roads.*° Under these con- 
ditions, it is not surprising that there were marked regional differences 
in the price of rice, with quotations being much lower in the more 
remote northern areas. In 1877, for instance, when rice was selling at 
4.91 yen per koku in Tokyo, and 5.00 yen in Nagasaki, it was being 
sold for 2.75 yen in Aomori.” 

In addition to the problems of marketing, the cultivator had to 
contend with the vicissitudes of nature. Every now and then there was 
bound to be a bad year when blight, insects, or storms destroyed a part 
or all of the crop. Under the old system, which was more paternal, it 
was possible to have the dues reduced; but now the tax was fixed and 
payable on a certain date.’* Hence, in case of crop failure, the small 


14 The following table shows the fluctuations in the price of rice in Tokyo for the year 1875. 
The price is for one koku: 
January 5.40 yen y 7.90 yen 
February 4.50 7.90 
3.70 September 7.00 
3.70 October 7.80 
5.00 November 6.30 
5.90 December 6.50 
Nakazawa Benjiro, Nihon Beka Hendo Shi [A History of Rice Price Fluctuations in Japan] 
(Tokyo, 1933), p. 322. 
15 Paul Mayet, a German agricultural adviser to the Japanese government, has said: ‘Since 
a large amount of taxes was collected all at once, the peasants were naturally forced to put a 
large part of their crop on the market all at one time. All of the peasants sold their rice on 
the market at the same time, and hence the supply exceeded the demand. Rice dealers suddenly 
became speculative buyers. They watched with folded arms and waited for the price to fall 
still more. Yet the peasants wished to sell their rice quickly because the time for the payment 
of the tax approached. Therefore, the price of rice fell immediately, and unfortunately the 
amount of money received from the sale was indeed small.” Quoted in Ono Takeo, Noson 
’ Shi, p. 71. 
16 Ono Yeijiro citing Max Fesca in “The Industrial Transition in Japan,” Publications of the 
American Economic Association, 1 (1890), 84 n. 
17 Honjo Eijiro, “Meiji no Beika no Chosetsu” [Regulation of Rice Price in the Meiji Era], 
Keizai Ronso [Economic Review], IX (1919), p. 835. 
18 A decree in 1872 said that those who were late in paying the land tax must pay interest 
of one half per cent per month, and if they had not paid by July of that year they must be 
declared bankrupt and the tax and interest collected——Ono Takeo, Noson Shi, p. 73. 
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peasant was almost always forced into the hands of the village usurer 
since there were no institutions where he could secure cheap credit. 
And once he borrowed from a moneylender, it was extremely difficult 
for him to get rid of the debt because of the high rate of interest.” It 
was also very risky, since the credit was obtained on short terms and 
unsecured against a sudden demand for repayment. If several difficult 
years, caused by poor crops or by family emergencies like prolonged 
illness or death, followed in succession, it was very likely that a small 
landowner would lose a part or all of his land.” 7 

The land tax, which was already high even when legitimately 
administered, was made almost intolerable when abuses crept in. The 
assessment of land values was a source of conflict between the govern- 
ment and the landowners, since one wanted it as high as possible, 
while the other wanted it as low as possible. According to the law, the 
peasants in a given area were to assemble and discuss among them- 
selves what they thought was a just value of their land. Then they were 
to submit a report stating their conclusions. If the government felt that 
the figure was too low, it was to negotiate with the peasants. Although 
it is not known how widespread a practice it was, there is evidence 
that in some areas, at least, overzealous officials tried to coerce the 
peasants and put a high valuation on the land. 

This happened, for instance, in Kasugaki county in Aichi prefecture 
when an official, one Araki Toshisada, wrote out a report and 
demanded that the village headmen sign it. When they refused, he 
threatened them in violent language, calling them “traitors” who 
ought to be sent into exile and produced a rope in order to frighten 
them. Finally most of the village headmen signed, but three resisted 
to the end. This set an example, and later forty-three villages revolted 
against the official. This controversy, which lasted three years, was 
eventually settled by mediation when the Tokugawa family gave a 
sum of 35,000 yen, the interest from which was to be used to help 
defray taxes.” 

19]n September 1877 the government set the legal interest rate at 20 per cent for loans 
under 100 yen, 15 per cent for those from 100 to 1,000 yen, and 12 per cent for those over 
1,000 yen. In actual practice, rates were much higher.—Paul Mayet, Agricultural Insurance in 
Organic Connection with Savings-Banks, Land-Credit, and the Commutation of Debts, trans- 
lated by Arthur Lloyd (London: S. Sonnenschein and Company, 1893), pp. 110, 113. 
20Max Fesca has said: “From what I can see, the fact that every year tenant farmers are 
increasing in Japan and owner-cultivators are, on the contrary, decreasing is chiefly due to 


this [i.e., poor crops].” Quoted in Ono Takeo, Noson Shi, p. 72. 
21 Ono Michio, Kinsei Noson Keizai Shiron, pp. 340-41; Hirano Yoshitaro, NSSK, pp. 22-23. 
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A similar incident took place in 1878 in Ishikawa prefecture. There 
about twenty villages resisted, claiming that the assessed value was too 
high. They won in the end when the governor of the prefecture was 
replaced. In 1880, peasants from seven counties held a conference and 
issued a manifesto which said in part: 


According to what we hear, such high agricultural taxes as ours can rarely be 
found in other countries. Now Heaven created mankind; how can there be 
differences [among the peoples of the various countries] in the eyes of Heaven? 
The Japanese people alone have borne such heavy burdens, and have been held 
down in such servile and slavish conditions for more than 2,000 years. This is, 
indeed, a lamentable situation. This is for no other reason than that we have no 
independent spirit.?* 


The fact that the owner of the land was responsible for the tax made 
it necessary, from the point of view of the government, that each piece 
of land have an identifiable owner. This brought up the question of 
the disposition of large areas of forest and meadow land. Such land in 
some cases was owned in common by the inhabitants of a village or 
even several villages, and was a source of fertilizer (in the form of 
leaves), fodder, fuel, and timber. In other instances the land belonged 
to the shogun or one of the feudal nobles and the peasants paid a fee 
for the use of it. When the government issued the land certificates in 
the 1870's, it divided the forest and meadow land into two categories: 
government-owned and privately owned land. The latter was made 
subject to taxes. When the peasants saw what was happening, they 
decided in many instances to let the government take the land rather 
than be burdened with additional taxes.”* Thus there was considerable 
encroachment by the government on land of this type. From the point 
of view of the peasants, the loss of the usufruct of such land was not 


22Ono Michio, Kinset Noson Keizai Shiron, p. 383. 

23 “Tt is said that the fact that so much of our forest and meadow land belongs to the 
government finds its origin in the disposition of the village common land at that time.”—Ono 
Takeo, Noson Shi, p. 366. 

The following table will give some idea of the extent of government-owned land: 
Gov’t-owned 1882 1886 1887 1888 1889 1890 

forest land ... 5,391,240 cho 5,713,403 7,130,368 7,584,680 8,040,170 3,750,140 
Imperial land ... 1,110 cho 31,574 32,257 41,271 1,129,048 3,654,533 

This table comes from Hirano Yoshitaro, Meiji Ishin ni Okeru Seijiteki Shihai Keitai [The 
Form of Political Control in the Meiji Restoration] (Tokyo, 1932) a brochure in the series, 
Nihon Shihonshugi Hattatsu Shi Koza [Lectures on the Development of Japanese Capitalism], 
P. 54. 
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unimportant. By forcing them to purchase fodder, fuel, and so forth, it 
hastened the decline of the more or less self-sufficient farm economy. 
There is little doubt that, generally speaking, the establishment of 
the land-tax system left the peasants discontented. The rash of peasant 
revolts that broke out between 1873 and 1878 would seem to support 
this view. These revolts forced the government to make a number of 
concesssions. In January 1876, a rice-deposit system was inaugurated, 
enabling the peasants to pay up to one third of the tax in kind. The 
deposited rice was to be sold when prices were favorable some time 
before the tax fell due. Peasants in almost every prefecture took 
advantage of this provision. This was followed by a reduction in the 
tax rate from 3 per cent to 2.5 per cent in January 1877. In September 
of the same year, arrangements were made so that the payment could 
be postponed in times of poor harvests. Two months later, in Novem- 
ber, the peasants were allowed, in the case of paddy fields, to pay one 
half of the tax in kind, on the basis of the price of rice used in calcu- 
lating the “legal value” of the land in 1873.” 


II 


After 1878 the need for such palliatives became less for a few years 
since the rise in the price of rice improved the economic position of the 
agricultural population.” Although the government tried to regulate 
the price of rice through purchases and sales, and through the control 
of imports and exports, there was a general tendency for the price to 
rise over the years. One reason for this was the increase in population. 
If population in 1872 is taken as a base of 100, by 1887 the population 
had increased to 111.2. Since this increase was due largely to an 
increased birth rate owing to the abolition of abortion and infanticide, 


24 Ono Michio, Kinsei Noson Keizai Shiron, pp. 368-70, 335. 
25 The following table from Ono Takeo, Noson Shi, pp. 77-78, shows the fluctuations in the 
price of rice: 


1317] 0 eRe 7.000 yen per koku US AOR oa che ssly Wate are 7.500 yen 
1 3)>/) Cee 3.900 TOOO) a cae sarerdiaetauards 10.200 
NOW ..< sii 3.200 DOOM ertalerier weye.ats 9.300 
DBO A ieveevs - 4.600 MIG U2 Hiccloselarciorivereaisterese 7.700 
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it meant that the producing population had decreased in relation to the 
total population. Whereas in 1875 the ratio of men between the ages 
of 15 and 59 to the total population had been 63.1 per cent, by 1887 it 
had dropped to 58 per cent.” 

But the sharp rise in the price of rice after 1879 came mostly from 
the serious currency inflation. Ever since the Restoration of 1867, a cer- 
tain amount of inflation had been going on, but for a while its effects 
were not felt because the demand for money had increased as the 
country shifted from a natural to a money economy.” In 1877, how- 
ever, the government was forced to print 27 million yen of inconverti- 
ble notes in order to help defray the cost of suppressing the Satsuma 
Rebellion which broke out in southern Japan. All told, by 1881 about 
142 million yen of inconvertible notes had been issued. Consequently, 
the paper notes declined in value to a point where a one yen silver coin 
was worth 1.73 yen in paper.” As a result of this inflation, prices of 
commodities, including that of rice, rose sharply. The price of rice in 
1880, for instance, was more than double that of 1877.” 

Since the tax on land stayed fixed, all those who owned land were 
able to profit from this increase in the price of rice. This was not true, 
however, of tenant farmers who numbered about one fifth of the 
farming population (and to some extent of part tenants who num- 
bered about two fifths). Although tenancy practices varied from 
locality to locality, in general the rent was paid in kind and amounted 
to 50 or 60 per cent of the gross yield. Hence, as prices rose the land- 
lord was able to secure increasing amounts for his share of the crop, 
since the land tax that he paid did not increase. It has been calculated 
that on the basis of the average price of rice for the period 1878-1887 
the division of the proceeds from the land was as follows: 11.5 per cent 
for the state (in the form of tax), 56.5 per cent for the landlord, and 
32 per cent for the tenant.*” We should not be surprised to learn, there- 
fore, that in 1880 some tenant farmers in Bitchu-no-kuni offered to pay 
their rent in money at the rate of 8 per cent of the value of the land. 


26 Watanabe Shinichi, Nihon Noson Jinko Ron [On Japanese Agricultural Population] 
(Tokyo, 1938), pp. 18-19. 

27G. C. Allen, A Short Economic History of Modern Japan, 1867-1937 (London: G. Allen 
and Unwin, 1946), pp. 35-36. 

28 Ono Takeo, Noson Shi, p. 152. 

29 See note 25 above. 

80 See table in E. H. Norman, Japan’s Emergence, p. 150. n. On the amount of tenancy, see 
note 50 below. 
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The landlords refused this proposal, and offered instead to lower the 
rent somewhat.** 

There were other conditions that made the economic position of the 
tenant farmer precarious. Tenure was very insecure. In the majority 
of cases, rent contracts ran from three to five years. Although it was 
customary for the landlord to reduce the rent in times of poor harvest, 
such provisions were seldom written into the contract. Hence in this 
matter the tenant had to rely on the good will of his landlord. Since 
the tenants were never compensated for any improvements they made, 
no attempt was made to improve the soil, and consequently the yield 
of rented land was lower than that of land cultivated by the owner.” 
In case of trouble or controversy between the landlord and the tenant, 
the officials were quite likely to side with the landlord. In at least one 
known case the governor of a prefecture in ordering the tenants to pay 
their rent said that since the rent “is the base which creates the land 
tax, tenants are to pay with the idea that they are paying the land 
tax.” °° And if tenants ever got into arrears in their rent, they could be 
evicted. In such a case the landlord took as a matter of course all the 
standing crops. 

The favoritism toward the landlords also extended to the granting 
of land certificates. As already mentioned, the alienation of land was 
at one time forbidden, but in practice this ban was circumvented one 
way or another. Sometimes a peasant would mortgage his land to a 
moneylender or a wealthy merchant, retaining at the same time the 
right of permanent tenancy. When the government reformed the land 
system, it issued the land certificate to the holder of the mortgage, 
making him, thereby, the outright owner of the land and nullifying 
the rights of the cultivator. 

Something similar to this took place in the case of reclaimed land. 
During the period of national isolation, the authorities encouraged the 
reclamation of wasteland in order to increase the food supply. This 
gave wealthy merchants an opportunity to invest some of their surplus 
funds in land. A common method was to enter into agreements with 
landless peasants. The merchants furnished the capital, while the 
peasants supplied the labor. In return for paying a certain portion of 


31 Hirano Yoshitaro, NSSK, p. 36. 
32, P, Mayet, Agricultural Insurance, pp. 148-50. 
33 Hirano Yoshitaro, NSSK, p. 26. 
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the crop to the merchants, the peasants were granted either long-term 
or permanent tenancy. Although the exact area of land held on such 
a basis is not known, it is said that it was not inconsiderable, being 
especially widespread in Kochi, Kumamoto, Osaka, Tokushima, Aichi, 
and Niigata prefectures. 

When the time came to issue the land certificates, the government 
gave them to the one who supplied the capital, rather than to the one 
actually tilling the soil. They were issued on the condition that one 
of the two parties should buy the rights of the other. Yet the very fact 
that the capitalist now possessed the land certificate strengthened his 
position so that he was usually in no mood to negotiate. On the other 
hand, many of the peasants were not anxious to buy title to the land; 
all they desired was the right to continue to cultivate the holding. 
Numerous disputes resulted. As a solution, the governor of Kochi 
prefecture suggested that the land be divided equally between the two 
parties, but the merchant capitalists refused.** 

The case of the tenancy dispute in Chikugo-no-kuni (present-day 
Fukuoka prefecture) will serve as a good illustration of this problem. 
In this locality the land certificates were issued to the merchants at 
their request. The tenants then refused to pay them their share of the 
crop. As a result, some were evicted. The dispute lasted for four years, 
and finally in 1876 a petition containing 975 signatures was presented 
to the prefectural authorities by the tenants, asking intercession in 
their favor. According to this petition, the tenants not only paid from 
one to three zo (to = 0.512 bushels) of rice per tanbu (tanbu = 0.245 
acres) to the merchants, but also paid the seignorial dues and were sub- 
ject to forced labor. Moreover, since they had improved the land over a 
period of decades, the amount paid to the merchant capitalists was rela- 
tively low, so that this land could be profitably subrented. Therefore, if 
the rights of the merchants were worth 20 yen, the rights of the tenants 
were worth 30 to 50 yen. The tenants argued that, whereas in the past 
they had borrowed money with this land as security, they could no 
longer do so since title had been given to the merchants. They there- 
fore asked the authorities that their rights be purchased at the cus- 
tomary price, or that the land be divided in the same proportion as the 
division of the crop. In reply the officials handed down a decision that 
one of the parties should purchase the rights of the other, or that the 


84 Hirano Yoshitaro, Gikat Oyobi Hosei Shi [A History of the Diet and the Legal System] 
(Tokyo, 1932), in the series, Nihon Shihonshugi Hattatsu Shi Koza, p. 45. 
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land should be divided. Although this was agreeable to the peasants, 
the merchants refused to accept it. In 1888 the question was tempo- 
rarily settled when the governor of Fukuoka prefecture made those 
parties who had not yet come to an agreement sign a contract clarify- 
ing their respective rights. It might be mentioned in passing that the 
government eventually made a provision in the civil code reducing 
permanent tenancy to tenancy running from twenty to fifty years.*® 

So far we have seen that the recognition of the principle of the 
private ownership of land created a substantial number of small 
peasant proprietors. But during the first few years the relatively high 
land tax, the difficulties of converting the rice crop into money, and 
the loss of the usufruct of forest and meadow land put the small land- 
holder in a disadvantageous position. He was given relief after 1877 
when the tax rate was reduced to 2.5 per cent and the price of rice rose 
owing to inflation. Tenant farmers, on the other hand, were unable to 
benefit from the rise in prices. Also the peasant who had mortgaged 
his land or had reclaimed land in partnership with a merchant capi- 
talist had difficulty in securing title to land. 

If there was any tendency toward increased farm tenancy and con- 
centration of landownership in the 1870’s, it was greatly accentuated 
after 1881 when the government embarked on a policy of fiat deflation. 


III 


Although the fiat inflation had brought prosperity, it was not with- 
out its drawbacks. Rising prices meant, in effect, a reduction in govern- 
ment revenues. This hampered the policy of expanding armaments 
and of encouraging industry through the use of subsidies. Moreover, 
increased speculation brought about a rise in the interest rate which, in 
turn, depressed the price of government bonds, many of which were 
held by the nobility. Finally, prosperity stimulated imports and cre- 
ated an unfavorable balance of trade and an outflow of specie. There- 
fore, in December 1881, Matsukata, the Minister of Finance, presented 
a memorial urging the government to call in the inconvertible notes 
and to establish a central bank. He realized that a depression would 
follow and that he would be attacked for his deflationary policy. So he 
first fortified his position by obtaining the approval of the emperor in 

85 This is condensed from the account given in Ono Takeo, Noson Shi, pp. 99-101. 


36 Seiyei Wakukawa, “The Japanese Farm-tenancy System,” in Japan’s Prospects, edited by 
Douglas G. Haring (Cambridge: Harvard University Press, 1946), p. 131. 
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an imperial conference, and then proceeded to deflate the currency.” 
The upswing in the business cycle which had begun in 1877 came to 
an end. A recent student of business cycles in Japan has written as 
follows: 


Just as the state was a potent factor in initiating the expansion, it also proved 
itself to be capable of reversing the movement. With autocratic vigor and 
unflinching faith in the outcome, Matsukata embarked on a deflationary policy 
as he assumed the office of Finance Minister in October, 1881. For four years 
he lent a deaf ear to all the outcries of opposition and achieved his objective of 
a convertible currency system in January, 1886.°° 


Between the years 1882 and 1885, Matsukata froze all government 
expenditures, using the surplus to retire the notes. The circulation of 
government notes dropped from 109,369,014 yen in 1882 to 67,800,839 
yen in 1886, and likewise bank notes decreased from 34,396,818 yen in 
1881 to 30,155,389 yen in 1885.°° This was accompanied by a steady 
drop in prices as the following table indicates:*° 


1882 1883 1884 
Commodity price index (1876 = 100) ; 14.1 101.9 
Rice price index (1876 = 100) j 129.5 104.2 


The deflation played havoc with the national economy. Many small 
business concerns that had been established in the brief period of 
prosperity were forced into bankruptcy. Farm incomes took a sharp 
drop. Owing to the fact that the land tax stayed fixed, and local taxes 
were increased slightly, paddy fields in some cases could no longer be 
cultivated profitably.** The following table will give some idea of the 
effect of the deflation on agricultural producers: 


387 Ono Takeo, Noson Shi, pp. 157-58. 

38 Shigeto Tsuru, “Economic Fluctuations in Japan, 1868-1893,” Review of Economic 
Statistics, XXIII (1941), 180. Although the Japanese depression came at about the same time 
as the European depression, it does not seem to have been influenced to any great extent by 
the latter. 

39 Yagisawa Zenji, “Meiji Shoki no Defureshion to Nogyo Kyoko” [Deflation and Agri- 
cultural Panic in the Early Meiji Period], Shakai Keizai Shigaku [Journal of Social and 
Economic History], II (1932), 263. 

40 Tbid., pp. 264-65. 

4l According to the original law which established the tax system, the tax was to be lowered 
eventually and the land revalued for tax purposes. In 1880 when the time came for revaluation, 
some adjustments were made in a few areas, but nationwide revaluation was postponed. In 
1884, a new decree on the land tax omitted the clause that promised reduction to 1 per cent. 
Reduction of the land tax was opposed by Iwakura Tomomi, who said that the object of taxes 
was to build up a powerful country, and by Matsukata, who argued that the land tax must 
provide a large part of the revenue since industry and commerce were not flourishing.—Ono 
Michio, Kinsei Noson Keizai Shiron, pp. 308-17. 

42 Adapted from the table in Ono Takeo, Noson Shi, p. 118. 
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Year Incomefrom Labor, Land Local 
1 Tanbu- Fertilizer Tax Tax 


(Yen) 


Aichi 24.144 6.00 2.25 1.08 
9.877 4.00 2.25 1.35 


Gumma 33-30 8.725 2.00 1.35 
15.00 8.325 2.00 2.016 


Chiba, Ibaraki 17.083 8.378 0.897 0.271 
6.218 3-13 0.897 0.65 


Shizuoka 16.964 7.30 1.60 0.708 
4.928 5-90 1.60 0.968 


Shiga 18.90 II.00 1.42 0.61 
7.20 5-55 1.42 0.71 


Tottori 16.48 8.00 1.741 0.47 
6.65 5.50 1.741 0.75 


* Loss. 


It is not surprising, therefore, that many peasants experienced con- 
siderable difficulty in meeting their taxes. But, to make matters worse, 
between 1881 and 1885 the peasants were harassed by a series of natural 
calamities, which in some extreme cases destroyed the entire crop. In 
1881 there was damage from floods and insects in several localities, and 
the following year rainstorms, hailstorms, and floods affected almost 
the entire country. Floods struck again in 1883, and in 1884 severe 
rainstorms raged over the whole country. 


Between January 1, 1881, and February 21, 1886, 264,742 persons 
received loans from an emergency fund to pay their taxes.** Moreover, 
between 1883 and 1890, 367,744 peasant proprietors were dispossessed 
for failure to pay taxes. Although the total amount in arrears was 
114,178 yen or an average of 0.31 yen per person, the total value of the 
land auctioned or confiscated was 4,944,393 yen or roughly 27 times 


43 Ono Takeo, Noson Shi, pp. 281-85. 

#4In 1880, the law permitting delay in the payment of the land tax was repealed and 
replaced by a system of loans. The government appropriated 1,200,000 yen for a loan fund to 
which peasants were to make payments. In times of need loans were made from this fund.— 
Ono Michio, Kinsei Noson Keizai Shiron, pp. 335-36. 
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the amount in arrears.*” The following table will provide more detailed 
statistics for the years 1883-1885 :*° 
Year No. of Persons Amt. of Av. Per Area of Value of Price of 


Dispossessed Tax Owed Person Land Sold Land Sold Public Sale 
(Yen) (Yen) (Yen) (Yen) 

1883 33,845 25,889 0.76 4,531 cho 905,645 267,187 
1884 70,605 30,533 0.43 8,319 1,260,606 5455519 
1885 108,055 26,423 0.24 8,933 2,664,879 244,192 


If such a large number of agricultural producers were dispossessed 
for failure to pay their taxes, it is very likely that even more peasants 
lost their land through mortgage foreclosure. For contemporary docu- 
ments show quite clearly that peasants took every possible means to 
avoid forced tax sales, resorting even to loans at usurious rates from 
moneylenders. Although no accurate statistics are available, Paul 
Mayet has estimated that, in the three-year period between 1884 and 
1886, 203,300,000 yen of land was foreclosed, and that loans made 
against mortgaged land amounted to 165,800,000 yen.*“ 

It is not surprising, therefore, that in various districts, particularly 
the mountainous areas of central Japan, debt-ridden peasants organized 
themselves into groups with names like “Debtors’ party,” “Poor 
Peoples’ party,” and “Tenants’ party.” They demanded lower rents, 
cheaper interest, and debt moratorium. Between 1882 and 1885 a num- 
ber of revolts broke out in which these parties played an active part.** 

The obverse of this loss of land by peasants was the concentration of 
land in the hands of a few landlords and moneylenders. Undoubtedly 
many of the small landlords suffered losses during this period, but 
those with extra capital were in a position to take advantage of the 
plight of the impoverished peasants and acquire land at low prices. In 
this connection the case history of the Saito family is illuminating. In 
recent times this family owned about 1,500 cho (3,675 acres) of land, 
making it one of the largest landowners in northern Japan. Several 
centuries ago, this family owned and cultivated from 10 to 18 cho. In 
addition to farming, they engaged in brewing, and also acted as pawn- 


45 Mayet’s figures cited by E. H. Norman, Japan’s Emergence, p. 144. 

46 This is based on Hirano’s figures as cited by Ono Michio, Kinsei Noson Keizai Shiron, 
pp. 397-98, and on Watanabe Shinichi, Nihon Noson Jinko Ron, p. 34. 

47 Ono Michio, Kinsei Noson Keizai Shiron, p. 398. 

48 Most of the standard works on Japanese political and constitutional history deal with these 
revolts. Particularly useful are Otsu Junichiro, Dai Nihon Kenseit Shi [Comprehensive Con- 
stitutional History of Japan] (Tokyo, 1927), Vol. II; Itagaki Taisuke, Jiyuto Shi [History of 
the Liberal Party] (Tokyo, 1910), Vol. II. 
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brokers and moneylenders. About 1879, the ninth generation Saito 
quit cultivating land and rented it all out to tenant farmers. Then in 
1882 he also left the pawnbroking business, and in 1889 he gave up 
brewing to concentrate on moneylending. He was active in several 
neighboring counties, and had numerous pawnbrokers acting as agents 
for him. He shared with his agents the interest he collected, but made 
the agents responsible for the repayment of the loans. In 1890 he was 
able to add 660 cho of land to the 450 cho he already owned.” 

Various statistics which are available also indicate the trend toward 
the concentration of landownership. According to one source, the 
increase in the percentage of tenant land to the total cultivated area 
was as follows:” 


The decrease in the number of persons qualified to vote and eligible 
for office also points to the decline in the economic position of the 
small and middle peasants. In 1881, 1,809,610 persons were able to vote 
because they paid taxes of five yen or more; but in 1886 the number 
had been reduced to 1,488,107. Likewise, in 1881, 879,347 persons paid 
more than ten yen in taxes, making them eligible for election to office; 
but in 1886 this number dropped to 809,880.”* Finally, statistics on the 
number of landlords in Niigata prefecture owning land valued at 
10,000 yen or more show an increase from 341 to 393 in one year 
between 1884 and 1885." 

So far we have been describing the effects of the depression on the 
peasantry in terms of impersonal statistics that tell us something of 
what happened to them as a group; but when we turn to contemporary 
accounts, both newspaper and official, we can get a much more graphic 
picture, both of the plight of the individual peasant and of the condi- 
tions in the rural areas. 


49 Ono Takeo, Noson Shi, p. 58. 

50 Inaoka Susumu, Nomin no Jotai Oyobi Nomin Undo Shi [A Short History of the Condi- 
iton of the Peasantry and Agricultural Movements] (Tokyo, 1932), p. 8. This is another 
in the series of brochures issued under the general title, Nihon Shihonshugi Hattatsu Shi Koza. 

51E. H. Norman, Japan’s Emergence, pp. 146-47. 

52 From the table in Ono Takeo, Noson Shi, pp. 67-68. 
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In 1885 the Home Ministry sent officials to various districts, especially 
the northern prefectures, to report on the conditions in the countryside. 
According to the report on Aomori prefecture, the peasants were hit 
by the poor harvest during the preceding year, as well as by the sharp 
drop in the price of horses, now selling for less than four yen in con- 
trast to forty yen in 1881. Many of the poor were sleeping on straw 
since they possessed no blankets. “Generally speaking,” says the report, 
“seven or eight out of ten people are living almost like horses and 
cattle.” °° Naturally under such conditions most of the peasants were 
unable to pay their taxes, but some, when threatened with disposses- 
sion, mortgaged their land, while others sold it at a sacrifice. Although 
conditions in Akita prefecture were in general not so bad, certain 
mountainous areas were hard-hit. “In all the areas we have inspected,” 
says the report on Akita prefecture, “there has been an increase in 
robbery recently. Moreover, the fact that most of the goods stolen 
consists of food is one proof that there has been an increase in the 
number of poor who are short of food.” The official goes on to report 
that he saw many beggars and that farm laborers were glad to work 
for nothing more than three meals a day. Nevertheless, tax collection 
was not reduced much, indicating probably that many of the peasants 
had mortgaged their land to secure funds with which to pay the land 
tax."* 

In Ishikawa prefecture there were beggars all over the area, and by 
the spring of 1885 the police were unable to cope with them. From 
the report on Kanagawa prefecture we learn that, when kitchens were - 
set up to serve rice gruel to the poor, countless numbers gathered before 
the doors were opened at three o'clock in the afternoon and that there 
were numerous quarrels over who should be first in line.” 

Newspaper accounts were in a similar vein. In Fukuoka prefecture, 
for instance, some of the poor were eating bark. Bark taken from pine 
trees was soaked in running water and dried; it was then pounded and 
mixed with flour. This mixture was dropped into boiling water and 
made into dumplings.”© In Naka county in Wakayama prefecture, 
10,240 people out of a population of 80,000 were barely surviving by 
eating a little rice gruel, and there were more than 3,000 who were on 


53 [bid., p. 171. 
54 Ibid., p. 172. 
55 Ibid., pp. 173-74. 
56 Ibid., p. 181. 
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the verge of starvation. Philanthropists in the various villages con- 
tributed grain and money.” In Kaga, 800 poor asked to be imprisoned 
rather than suffer from starvation and exposure in the cold weather.” 


IV 


In Japan the concentration of land in the hands of the landlords did 
not lead, as it did in England, to the development of a new type of 
large-scale agriculture operated for profit on a capitalistic basis by the 
use of hired farm labor. Instead, the old system of pygmy-sized farms 
cultivated with primitive methods and the lavish use of human labor 
persisted. One reason behind this phenomenon was the high rent that 
characterized Japanese agriculture. So long as the landlord could sit 
back and collect 50 or 60 per cent of the crop, there was little incentive 
for him to become a capitalistic farmer. It was much safer and more 
profitable to rent out land to tenant farmers, and engage in usury and 
small rural enterprises like brewing which utilized farm products (in 
this case rice collected as rent) and cheap rural labor.°® The peasant 
expropriation, therefore, did not create a large body of industrial and 
agricultural wage workers. It simply increased the number of tenant 
and part-tenant farmers whose precarious economic position made it 
necessary for them to mobilize the entire labor resources of the family 
to engage in intensive agriculture and in subsidiary industries like 
sericulture.” 

Among the peasant families that lost their land, those who could 
not find land to rent or secure agricultural work undoubtedly migrated 
to the cities to become urban laborers of one kind or another. This 
helped to create a free labor force which made further industrialization 
possible. In fact, during the depression period there was an expansion 
in cotton spinning, railroad construction, shipbuilding, and mineral 
production.” There are indications, according to Horie Yasuzo, that 

57 Ibid., p. 178. 

58P. Mayet, Agricultural Insurance, p. 67. 

59 For this section I am heavily indebted to Chapter 5 of E. Herbert Norman’s Japan’s 
Emergence as a Modern State, which pioneered in the use of Japanese sources. 

60 One method of intensifying agriculture is to plant crops that require more labor but yield 
a larger gross return. For instance, hemp requires six times as much labor as upland rice and 
so is unprofitable in terms of labor expended, but it produces a larger gross income. See 
Isobe H., “Labor Conditions in Japanese Agriculture,” Bulletin of the Utsunomiya Agri- 
cultural College, 11 (1937), 57-58. 


61 Shigeto Tsuru, “Economic Fluctuations in Japan, 1868-1893,’ 
Statistics, XXIII (1941), 180. 


’ 


Review of Economic 








180 Nobutaka Ike 





many of the spinning mills established after the deflation were started 
because of the plentiful supply of potential operatives.” 

Yet industrial development was not sufficiently advanced to absorb 
all of the displaced rural population. This was particularly true of the 
male workers since heavy industry was still on a small scale. Conse- 
quently, there was a tendency for labor to flow back into the farm 
villages, creating a reservoir of potential labor, “aggravating the already 
congested condition of life in the countryside and acting as a depressing 
factor on the standard of living in the village.” * Many of these people, 
who were, as E. H. Norman so aptly put it, “living in that limbo lying 
between agricultural employment, which is closed behind them, and 
urban industry which has not yet opened before them,” took up 
domestic industry since the presence of this surplus labor attracted 
small-scale manufacturers to the countryside. There the work was done 
on a piecework basis by households in a condition of chronic poverty. 
By using this kind of surplus rural labor, Japanese entrepreneurs 
gained, notes Mr. Norman, “a certain flexibility in the wage fund, 
awaiting the sporadic rise and fall of market demands without the 
risk of deterioration or obsolescence of stock and factory equipment 
during slack times.” © It hardly needs to be mentioned that even in 
recent times a considerable portion of the industrial output came from 
“little wooden factories-in-the-home where father, mother, sons, 
daughters, and perhaps an apprentice” worked. 

Finally it should be pointed out that the establishment of the land 
tax and the subsequent dispossession of the peasantry contributed to 
the limitation of the home market. The high land tax left the small 
peasant proprietor with little surplus with which to buy manufactured 
goods.” As for the landless peasants who stayed in the farm villages 


62 Horie Yasuzo, “An Outline of the Rise of Modern Capitalism in Japan,’ Kyoto University 
Economic Review, X1 (1930), 109. 

63 EF. H. Norman, Japan’s Emergence, p. 158. 

64 Ibid., p. 159. ' 

65 [bid. 

66 “Men, Yen and Machines,’ Fortune, XIV (September 1936), 132. 

67 Paul Mayet once estimated that the annual income of a tenant farmer, including income 
from subsidiary occupations, was between 44 and 66 yen; of a landowning peasant, 54 and 
59 yen.—Horie Yasuzo, “The Development of the Domestic Market in the Early Years of 
Meiji,” Kyoto University Economic Review, XV (1940), 57. This is more or less substantiated 
by the autobiography of Sakai Toshihiko, the well-known Japanese socialist, who states that 
his family, which was one of the poorer samurai families, was able to get along on 5 yen a 
month.—Sakai Toshiko Den [The Biography of Sakai Toshihiko], in Gendai Nihon Bungaku 
Zenshu [Collected Works on Modern Japanese Literature] (Tokyo, 1930), XXXIX, 261. 
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as tenant farmers, the high rent as well as the fact that they produced 
some of their daily necessities made them a poor outlet for commodi- 
ties.°° The impoverished surplus population engaged in domestic 
industry and the urban proletariat whose wage scales were depressed 
because of the reservoir of potential labor in the farm villages also had 
little money to spend. The resultant limitation of the home market 
was an important factor in forcing Japanese industrialists to turn to 
foreign markets. This is evident in the case of the textile industry 
which grew very rapidly in the late 1880's.” By 1890 the members of 
the Nihon Boseki Rengo-kai (Japanese Spinners’ Association) made 
agreements to curtail production because of the glut of surplus goods.” 
After the opening of the Chinese market following the Sino-Japanese 
war of 1894-1895, the textile industry again saw phenomenal growth.” 
The agrarian settlement can therefore be considered an important 
element in the dynamics of Japanese imperialism. 

Thus, it can be said that some of the important characteristics of 
modern Japanese economy found their origin in the transition from a 
system of servile tenure to that of private ownership of land. A sub- 
stantial number of small peasant proprietors were created in the 1870's, 
but many of these proprietors were later reduced to tenant farmers. 
When the government embarked on a policy of fiat deflation, this 
trend was accentuated and many peasants lost their holdings. This 
resulted not in modernized agriculture but in increased tenancy and 


68 “Whereas wage-earning labourers, who possess neither the sources of livelihood nor the 
means of production, spend their earnings on capitalistic commodities, tenant farmers who 
possess some of the sources of livelihood and certain productive media and who, besides, carry 
on various kinds of subsidiary industry, spend comparatively little in the purchase of com- 
modities, especially as they get along with very little in the way of money.”—Horie Yasuzo, 
“Rise of Modern Capitalism in Japan,” Kyoto University Economic Review, X1 (1930), 58. 

69 Taking the year 1882 as 100, the production of cotton yarn increased to 308.7 in 1887, 
424.7 in 1888, 893.7 in 1889, and 1,397.4 in 1890.—Sampei Takako, Nihon Mengyo Hattatsu 
Shi [History of the Development of the Japanese Cotton Industry] (Tokyo, 1941), p. 70. 

70 The text of this agreement is given in zbid., pp. 71-72. 

71 “Victory in the Sino-Japanese war not only created the basis for the acquisition of raw 
materials for the development of Japanese industry—in actual practice the acquisition of 
Formosa and the nominal independence of Korea, which were the results of the Sino-Japanese 
war, were inadequate for obtaining raw materials—but also partly satisfied the demand for 
opening markets. That is, the export of Japanese cotton wear was made easier by the Treaty 
cf Shimonoseki which opened Soochow and Hankow to foreign trade and gave Japan 
monopoly in the Korean market, and the right of navigation in the Yangtse river together 
with special commercial and industrial rights in the region, as well as by the creation of 
steamship lines to China. Hence victory in the Sino-Japanese war was of service in solving 
the serious problem of over-production [whose solution was necessary] for the development 
of the spinning industry, the progenitor of light industry, and a key industry in the growth of 
Japanese capitalism.”—Jdid., pp. 91-92. 
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the persistence of small-scale farming. Some of the dispossessed 
peasants migrated to the cities, thereby creating a free labor force 
which made industrialization possible. There was also created at this 
time a pool of impoverished surplus labor which dragged down the 
wage scale. The presence of cheap labor gave Japanese entrepreneurs 
certain advantages but at the same time limited the home market. 
Hence, numerous social and economic phenomena of modern Japan 
had as their source the conditions of Japanese agriculture and the dis- 
tribution of landownership. 
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The End of the Suffolk System 


I 


URING the early years of the nineteenth century the mercantile 

community of Boston suffered the inconvenience of a double 
currency system. Boston banks accepted for deposit only “Boston 
money,” bank notes issued by Boston banks and readily redeemable 
in specie on demand at the counter of the issuing bank. But the com- 
mon currency for all ordinary transactions was “foreign money” or 
“current money,” bank notes issued by out-of-town banks usually 
called country banks. Originally the Boston banks had accepted the 
notes of country banks at par or at a small discount and had returned 
them to the issuing banks for redemption rather than placing them 
back into circulation in Boston in competition with Boston bank notes. 
This policy had to be abandoned because of the inability of some 
country banks to redeem their excessive issues and the subterfuges 
adopted by other banks to avoid or delay redemption on the ground 
that the request for redemption was an imposition which restricted 
their legal circulation of bank notes. Moreover, there was always the 
risk that a country bank might fail before its notes could be presented 
for redemption by the Boston banks.” 

The refusal of the Boston banks to accept country bank notes gave 
rise to money brokers who exchanged “Boston money” for “current 
money” at a commission of one fourth of 1 per cent. A typical news- 
paper advertisement ran, “Boston bank bills may be obtained [for 
country bank notes] at Gilbert and Deans .... for a premium of 1 per 
cent, and they will give three-quarters per cent for Boston bills.” * The 
discount on country bank notes was based on the expense of returning 
them to the issuing bank for redemption. As the volume of country 
bank notes in Boston increased, in some instances fostered by brokers 
who acted as agents for distant country banks in making loans for 
them in Boston, the expense and risk of redemption increased and the 
discount on country bank notes became greater. Soon the pea 

“current money” had almost entirely displaced * ‘Boston money” 
Boston. Since merchants had to accept “current money” from their 


1 Nathan Appleton, An Examination of the Banking System of Massachusetts (Boston, 1831), 
pp. 10-12. 
2 Columbian Centinel (Boston), Jan. 12, 1805. 
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customers and also had to make deposits in Boston banks, they were 
compelled to assume the full burden of this discount when they 
exchanged country bank notes for Boston bank notes through the 
brokers. A similar double currency system existed in New York, Phila- 
delphia, and other important commercial centers.’ 

In 1814 the New England Bank entered into competition with the 
brokers and began to accept the notes of country banks at a discount 
and to return them to the country banks for redemption at par unless 
the country bank maintained a deposit with the New England Bank. 
Such country banks were permitted to redeem their notes at the same 
discount charged by the New England Bank because their deposits 
compensated the New England Bank for its services and eliminated 
any possibility of loss through the failure of a country bank. As a result 
of the activities of the New England Bank the usual discount in Boston 
for “current money” was reduced from 3 per cent in 1814 to 1 per cent 
in 1818.* 

This was the currency situation in Boston in 1818 when a group of 
prominent merchants organized the Suffolk Bank.’ Within a year some 
of the directors of the new bank saw an opportunity to add to the 
bank’s profits by entering into competition with the New England 
Bank. In February 1819 they submitted a plan to the board of directors: 
the Suffolk Bank would accept at the same rate of discount charged by 
the New England Bank the notes of country banks willing to make a 
permanent deposit of $5,000 plus an additional deposit to constitute a 
redemption fund; twenty-three banks that were already depositors of 
the Suffolk Bank were to be exempted from this requirement provided 
they kept all their Boston deposits in the Suffolk Bank; all depositor 
banks would have the privilege of receiving their own bank notes at 
the same discount charged by the Suffolk Bank; the notes of institu- 
tions that refused to make such deposits were to be sent home for 





3D. R. Dewey, State Banking before the Civil War (Washington, D.C.: National Monetary 
Commission, 1910), pp. 96-99, 107-12. 

4J. B. Felt, An Historical Account of Massachusetts Currency (Boston, 1839), p. 218. 

5 The largest original stockholders were: Nathan Appleton, Ebenezer Francis (the first 
president), John W. Boot, Gardiner Green, Patrick Jackson, William Lawrence, Edmund 
Munroe, William Payne, and Daniel P. Parker. The entire list is given in David R. Whitney, 
The Suffolk Bank (Cambridge, 1878), the official history of the bank. Whitney, who was 
president of the Suffolk National Bank, based his account almost entirely on the records of the 
bank. Although a most valuable source, his work suffers from his invariable defense of the 
policies of the bank and his sketchy treatment of the final conflict with the Bank of Mutual 
Redemption. 
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redemption at par.° Eight months later the board took action and 
authorized the committee on exchange to purchase or accept and send 
home the bank notes of country banks to such an amount as they 
considered for the best interest of the bank and to make agreements 
with banks regarding the sending home of their notes." 

As a result of the ensuing lively competition with the New England 
Bank, the basic rate of discount on the notes of country banks was 
reduced to one half of 1 per cent. The effort to obtain new depositors 
met with little success; a legislative investigating committee reported 
in mid-1820 that only two new deposits had been added. They were 
obtained by an agreement which provided merely that the Suffolk 
Bank would not purchase the notes of the banks concerned.* At the 
end of 1820 all purchases and return of notes of nondepositor banks 
were abandoned as the business had become unprofitable.” When the 
purchase of the notes of country banks was resumed, the purpose was 
not to make a profit on the operation but to reduce their circulation in 
Boston and so permit a wider circulation of the notes of the Boston 
banks, and accordingly an increase in their loans and profits. 

In 1824 there was a substantial increase in the circulation of country 
bank notes in Boston and both banks began purchasing again. The 
Suffolk Bank advertised rates averaging three eighths of 1 per cent. 
Although the Suffolk Bank purchased over $1,000,000 of country bank 
notes in a three-month period, the directors found that some of the 
notes which had been removed from circulation were being replaced 
by an influx of a worse type. Buying these involved some risk. Because 
all the Boston banks were benefiting from the purchases, the Suffolk 
Bank proposed to them that a large joint fund be raised for the purpose 
of purchasing and sending home for redemption in specie country 
bank notes, particularly those from Maine banks which were flooding 
Boston. The proposal pointed out that the capital of the Boston banks 
amounted to over one half of the total banking capital of New Eng- 
land, but that the permanent circulation of the Boston banks was only 
$300,000 while the total circulation of country banks was over $7,500,- 
ooo. It was predicted that aggressive, joint action would reduce the cir- 





6 Directors’ Records of the Suffolk Bank, Feb. 24, 1819, MS., Baker Library. 
7 Ibid., Oct. 16, 1819, Nov. 24, 1819. 

8 Columbian Centinel (Boston), June 17, 1820. 

® Columbian Gazette (Boston), May 17, 1824. 
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culation of country banks and would increase: the circulation of the 
Boston banks to $3,000,000."° 

An agreement was made by seven Boston banks, known as the Asso- 
ciated Banks, for raising a fund of $300,000 in the bank notes of the 
institutions concerned. Beginning May 24, 1824, the Suffolk Bank, 
acting as agent for the group, was to buy from the other Associated 
Banks at a discount not greater than that charged by the New England 
Bank all the country bank notes which they received from their 
depositors. The notes of out-of-state banks, and of such other country 
banks as the operating committee thought proper, were to be sent 
home to the issuing banks for redemption in specie, except that country 
banks had the privilege of redeeming their notes at par twice a month 
in Boston. Profits and losses were to be shared in proportion to the 
subscriptions."* A year later the agreement was modified to permit the 
Suffolk Bank to accept at par all country bank notes received by the 
Associated Banks from their regular customers.”* 

With the support of the Associated Banks the volume of country 
bank notes received by the Suffolk Bank rose from some $330,000 a 
month in June 1824 to over $2,000,000 a month at the end of 1825." 
Moreover, the Suffolk Bank was in position to exert great pressure 
upon the country banks to establish deposits for the redemption of 
their notes in Boston. When the agreement with the Associated Banks 
was discontinued in 1826 because some of them felt that their contri- 
butions were too large for the service rendered,’* the Suffolk Bank was 
strongly enough entrenched to assume the entire responsibility for the 
system.” By 1838 some 300 banks, practically all the banks in New 
England, redeemed their notes in Boston through the Suffolk Bank.” 

The fundamental plan of the Suffolk System from 1825 to 1858 was 
similar to the original proposal of 1819. Country banks were required 
to maintain in the Suffolk Bank a permanent deposit of $2,000 or more 





10 Directors’ Records of the Suffolk Bank, Apr. 24, 1824. 

11 Jbid., May 1 and 14, 1824. The banks and their subscriptions were: Columbian, $30,000; 
Eagle, $30,000; Manufacturers and Mechanics, $40,000; Massachusetts, $50,000; State, $50,000; 
Suffolk, $60,000; and Union, $40,000. 

12 Ibid., May 6, 1825. 

13 Boston Daily Advertiser, Aug. 1, 1826. 

14 Directors’ Records of the Suffolk Bank, Mar. 14, 1826. The Massachusetts and Union Banks 
had withdrawn by the end of 1824. See N. S. B. Gras, The Massachusetts First National Bank 
of Boston, 1784-1934 (Cambridge: Harvard University Press, 1937), p. 436. 

15 Boston Chronicle, Jan. 13, 1829. 

16 Whitney, The Suffolk Bank, p. 31. 
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depending upon the size of the bank, plus an additional deposit sufh- 
cient to redeem all of its notes that were received by the Suffolk Bank. 
Boston banks were required to maintain only permanent deposits, 
which were gradually reduced from $30,000 or more to $5,000 in 1835. 
No interest was paid on these deposits. In return, the Suffolk Bank 
agreed to accept at par from depositor banks all the bank notes they 
received from other New England banks in good standing and to 
credit such deposits to the account of the depositor bank on the day 
following receipt. The account of the depositor bank was charged first 
weekly, then daily after 1831, with the amount of its notes received by 
the Suffolk Bank, and such notes were held subject to the order of the 
depositor bank. By a special arrangement, the Rhode Island banks 
redeemed their notes through the branch redemption agency of the 
Merchants’ Bank of Providence, which endeavored as far as possible to 
settle the balances among the Rhode Island banks, accepted from them 
at par the notes of other New England banks, and exchanged these 
notes at the Suffolk Bank for the notes of Rhode Island banks. Thus, 
redemption was actually effected by an exchange of the bank notes of 
other New England banks for the notes of the member bank.” As the 
cashier of the Suffolk Bank pointed out in a letter to the Worcester 
Bank, this system enabled any country bank to increase its circulation 
at home by removing from its territory the bank notes of other banks.”* 

Country banks were not required to make a deposit in the Suffolk 
Bank if they arranged to redeem their notes at par in Boston through 
an agent or another bank. This point is stressed in a public statement 
of the president of the Suffolk Bank in 1826. The statement carefully 
explained that the permanent deposit was a consideration for the 
acceptance from the depositing bank of the notes of other banks at par 
and for that reason was required of the Boston banks which redeemed 
their notes at their own counters.” Bank notes were sent home for 
redemption in specie only when the country bank failed to arrange for 
redemption in Boston. 

In appraising the services rendered by the Suffolk System it must be 
recalled that the impelling motive behind the establishment of the 
system was the desire of the Boston banks to increase their bank-note 
circulation. Although there was some immediate improvement as a 








17 Whitney, The Suffolk Bank, p. 19. 
18 Columbian Centinel (Boston), Aug. 2, 1826. 
19 [bid. 
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result of the reduction of the circulation of the notes of some over- 
extended country banks in Maine and Massachusetts,”’ the change did 
not last, as indicated by the following figures:”* 


CIRCULATION OF THE NOTES OF MASSACHUSETTS BANKS 
(In Thousands) 


All Banks Boston Banks Boston Percentage 
1823 $3,129 $1,354 43:3 
1824 3,843 1,797 46.8 
1825 4,091 1,918 46.9 
1826 4,550 2,206 48.5 
1827 4,936 2,103 42.6 
1828 4,885 2,067 42.3 
1829 4,748 2,078 43.8 
1830 5,124 2,171 42.3 
1831 7139 3464 44.8 
1832 75123 3,060 43.0 
1833 7,889 2,824 35.8 


This failure of the system to accomplish its initial objective led 
Nathan Appleton to predict in 1831 that the system would have to be 
abandoned as unprofitable. His chief explanation for the failure was 
the “establishment of banks in the immediate vicinity of the city .... 
banks which owe their existence to this system and have acquired a 
large circulation.” 

But Appleton did not appreciate the possibility of profits in the 
handling of huge quantities of bank notes. The redemption of country 
bills by the Suffolk Bank increased steadily until the annual receipts 
reached a total of over $400,000,000 in 1858.”° This business was han- 
dled with a total expense for salaries of $40,000 * against the income 
derived from the lending of interest-free deposits of over $1,000,000 
based upon an earlier estimate *’ and income from the interest charged 
on overdrafts. Whitney refers to the business as “very remunerative” by 
1850 when the regular dividends were 10 per cent.”* Throughout the 


20 Report of the Committee of the House of Representatives of Rhode Island on Banks 
(Providence, 1826). 

21 Compiled from Annual Abstracts of Returns from Banks (Boston, 1823-33). 

22 Appleton, The Banking System of Massachusetts, p. 23. 

23 Whitney, The Suffolk Bank, p. 53. 

24 Directors’ Records of the Suffolk Bank, July 25, 1857. 

25 Bankers’ Magazine, Il (New Series), No. 5 (Nov. 1852), 337. 

26 Tbid., p. 41. 
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period the stock of the Suffolk Bank was almost invariably the highest 
priced bank stock in Boston.” 

The most striking achievement of the Suffolk System was the ulti- 
mate elimination in Boston of the discount on country bank notes. 
Thus, the businessmen of Boston were relieved of a burden which was 
borne by the businessmen of New York and Philadelphia up to the 
establishment of the national banking system. In New York the banks 
tried one plan after another for the reduction of the circulation of 
country bank notes and the reduction of the discount on them.”* In 
1840 country banks were required by law to redeem their notes in New 
York or Albany at a maximum discount of one half of 1 per cent, 
reduced to one quarter of 1 per cent in 1851. In Albany the Albany 
Sorting House was established by the country banks to meet this 
requirement. The latter discount was not “taken as a maximum of 
toleration, but as a standard of perfection.” *° In 1851 a group of jobbers 
in New York projected the Metropolitan Bank upon the Suffolk plan,*° 
but when finally organized the bank continued the discount feature 
and accepted the notes of country banks in New York at a discount of 
one quarter of 1 per cent and the notes of Suffolk System banks at a 
discount of one fifteenth of 1 per cent.** In Pennsylvania an unsuccess- 
ful effort was made by law in 1850 to require that all banks redeem 
their notes at par in Philadelphia or Pittsburgh, subject to a penalty of 
two mills per annum on every dollar in circulation at less than par.” 
The banks of Ohio established a voluntary system on the Suffolk plan 
in 1858 in the Cincinnati trade center.** The only other states that had 
par redemption were Illinois and Indiana, which had state banks, and 
Louisiana where the country banks were merely branches of the New 
Orleans banks.** Not until the national banking system was inaugu- 
rated in 1862 was the system of redemption at par firmly established 
throughout the nation. 

Although the Suffolk System, which uncritical observers generally 
proclaimed an almost perfect regulator of the banking system, was 





27 See Martin’s Boston Stock Market (Boston, 1857). 

28 Dewey, State Banking, pp. 97-99. 

29'W. G. Sumner, History of Banking in the United States (New York, 1896), p. 422. 

30 Boston Daily Advertiser, Feb. 10, 1851. 

81 Bankers’ Magazine, Il (New Series), No. 5 (Nov. 1852), 339. 

32 John J. Knox, A History of Banking in the United States (New York: B. Bradford Rhodes 
and Company, 1900), pp. 456-58. 

83 L. C. Helderman, National and State Banks; A Study of Their Origins (Boston: Houghton 
Mifflin Company, 1931), p. 46. 

84 Ibid., pp. 53-55, 60-62, 92. 
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effective in protecting the public against unsound banks, it was an 
ineffective regulator of the total volume of bank-note circulation. 
Indeed, Amasa Walker insisted that the total volume of bank notes 
was increased by the system which made the notes of the Suffolk 
System banks more widely acceptable.*” However, the system did 
accomplish through its clearing operations the equalization of note 
issue among the banks in the system, thus protecting the public against 
overissue by individual banks, but not against overissue by the system. 

Overdrafts, incurred by country banks desiring to maintain a large 
circulation, constituted the real source of the great power of the Suffolk 
Bank over country banks. By controlling these overdrafts through the 
possibility of insisting upon immediate payment under threat of send- 
ing notes home for specie redemption, the Suffolk Bank had a strangle 
hold on country banks. At times difficulty was experienced in limiting 
the volume of overdrafts. In 1836 some forty-four banks had overdrafts 
amounting to $664,000,*° and in 1839 overdraft limits ranging from 
$10,000 to $20,000 were set for some twenty-one banks, limits much in 
excess of the permanent deposits of those banks.** One acute observer 
pointed out that a bank could make a deposit in the Suffolk Bank and 
then borrow it back by overdrawing, thus paying interest on the over- 
draft for the privilege of having its notes redeemed in Boston.** Never- 
theless, there is no evidence that the Suffolk Bank permitted the possi- 
bility of such profits to determine its policy; indeed, the overdrafts 
were frequently used to force member banks to adopt more conserva- 
tive loan policies that would keep their assets more liquid.” As a final 
resort in instances of gross mismanagement, the Suffolk Bank had the 
power to remove the name of an offending bank from its list of New 
England banks in good standing, a step greatly feared by country 
banks since such action immediately forced their notes to a discount 
even though redeemable in specie at the counters of the banks.*° 

The Suffolk Bank, which was characterized as a “good regulator of 
a bad system,” ** acted in some limited respects as a central bank for 
New England prior to the advent of the Bank of Mutual Redemption 


35 Amasa Walker, Nature and Uses of Money and Mixed Currency, with a History of the 
Wickaboag Bank (Boston, 1857), p. 64. 

36 Whitney, The Suffolk Bank, p. 25. 

37 Directors’ Records of the Suffolk Bank, Dec. 14, 1839. 

38 Walker, Wickaboag Bank, p. 65. 

39 Whitney, The Suffolk Bank, p. 25. 

40 Sumner, History of Banking, p. 416. 

41 Walker, Wickaboag Bank, p. 65. 
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in 1858. Membership in the system was restricted to banks whose notes 
could be accepted safely by the public,*” an effective safeguard when 
state legislatures were extremely lenient in granting bank charters and 
when state banking legislation was inadequate. To the extent that the 
Suffolk Bank required deposits representing reserves against notes in 
circulation, there was a centralizing of reserves which could be utilized 
through overdrafts by individual banks in need. Moreover, in its ability 
to sanction these overdrafts the Suffolk Bank wielded considerable 
indirect power over the loans of country banks at a time when the 
borrower commonly took his loan in bank notes. Finally, it provided 
New England with a clearing system for bank notes which effectively 
tested the circulation of New England banks, since the total volume 
of redemptions of over $400,000,000 in 1858 was ten times the average 
circulation of New England banks. Despite the performance of these 
central banking functions, the Suffolk Bank could not properly be 
labeled a central bank in view of its lack of quantitative control over 
the aggregate note circulation of all banks. 

The Suffolk System was a failure in the beginning in so far as it was 
unable to achieve its initial objective of increasing the circulation of the 
Boston banks at the expense of the country banks, and in the end 
because of its inability to maintain itself against the Bank of Mutual 
Redemption. Nevertheless, these failures appear insignificant in the 
light of the invaluable services rendered by the system to Massachusetts 
and New England. Although the bank notes of New England were 
generally secured only by the general assets of the issuing bank, the 
Suffolk System made these notes as safe as the bond- or bond-and- 
mortgage-secured bank notes of New York and Louisiana, the other 
states with effective banking systems at the time.** In addition, the 
Suffolk System kept the bank notes of New England at par, prevented 
excessive note issue by individual banks, and established and main- 
tained for years the principle of immediate specie redemption. ~ 


II 


At the beginning, the Suffolk Bank encountered great opposition 
from country banks, opposition that was intensified by the inaugura- 
tion of par redemption in 1825. Many country banks had been making 
loans in their bank notes in Boston and subsequently buying back 


42 Whitney, The Suffolk Bank, p. 38. 
43 Helderman, National and State Banks, pp. 23, 97. 
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these notes at a discount through agents. Par redemption put an end 
to this practice.** The activities of the Suffolk Bank were referred to as 
“war against the country banks,” *° while the Associated Banks were 
called the “Holy Alliance,” and the Suffolk Bank, the “Six-Tailed 
Bashaw.” ** Although the country banks professed to object only to 
the coercion involved in forcing them to redeem their bank notes in 
Boston by maintaining deposits there,*’ their real objection was to the 
expected reduction in their bank-note circulation. This was particularly 
true of those banks that had an excessive circulation. 

In Maine an appeal was made to all merchants and bankers to 
transfer their business from Boston to New York,** and one bank was 
instrumental in having a law passed that permitted delayed redemp- 
tion in specie.*” In Connecticut the Hartford banks, after redeeming 
in specie $50,000 of their bank notes on demand of the Suffolk Bank, 
retaliated by collecting and borrowing $190,000 in Boston bank notes 
which they presented in Boston for specie, a demand that the Associ- 
ated Banks met.” 

The opposition was not limited to out-of-state banks. In 1826 a con- 
vention of country banks, mainly from Massachusetts, was called in 
Boston to take steps to combat the whole system, but no action resulted 
since the backers proposed that the country banks take concerted action 
to reduce the accumulation of their notes in Boston, a measure obvi- 
ously not popular with the country banks.°* The Worcester Bank 
insisted upon the right of redeeming its notes with drafts on Boston 
and did not yield until the suit against it by the Suffolk Bank was 
upheld by the Supreme Judicial Court of Massachusetts in a decision 
that firmly established the right of the Suffolk Bank to demand 
redemption in specie.” 

In 1835 organized opposition again appeared when a petition was 
presented to the legislature for the chartering of a new bank, owned by 
the country banks, to perform services similar to those rendered by the 
Suffolk Bank. The supporters of the bill charged that the country 


44 Boston Daily Advertiser, May 6, 1825. 

45 Ibid., May 13, 1825. 
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47 Boston Daily Advertiser, May 25, 1825. 

48 Ibid., May 6, 1825. 
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51 Boston Daily Advertiser, Feb. 4, 1826. 

52 Massachusetts Reports 22:106 (1827) Suffolk Bank v. Worcester Bank. 








The End of the Suffolk System 193 





banks were at the complete mercy of the Suffolk Bank because of its 
undue power, that country banks were not given credit for their 
deposits until the following day, and that they received no interest on 
their deposits with the Suffolk Bank. The stock of the proposed bank, 
known first as the Bank of North America and later as the United 
Bank, was to be held exclusively by banks, which would thus share in 
the profits from clearing and redemption operations.” 

The banking committee of the House of Representatives recom- 
mended postponement of the bill and was upheld by the fairly narrow 
vote of 102 to 86.”* Since the Suffolk System had been established on a 
sound basis for eleven years, the opponents of the new bank argued 
that no action should be taken by the legislature until the country 
banks as a group should ask for such a bank or should give legal 
authority to others to request it. No associated action developed, and 
nothing more was heard about the proposed bank the next year. 

Thereafter, organized efforts to supplant the Suffolk System 
appeared to die only to revive seventeen years later. It is clear that an 
undercurrent of resentment remained, which merely awaited the 
opportunity to express itself against what many considered to be the 
highhanded methods of the Suffolk Bank. From time to time there 
were outbursts from individual banks against the interpretation by the 
Suffolk Bank of its regulations concerning redemption, but the busi- 
ness of the Suffolk Bank continued to increase. From 1841 to 1850 the 
annual volume of redemptions rose steadily from $109,000,000 to 
$221,000,000.”” 


III 


The initial incident in the series of events leading to the end of the 
Suffolk System occurred in 1852 when the Suffolk Bank announced a 
new minimum charge of fifty cents per $1,000 for receiving country 
money from the Merchants Bank of Providence, the agent of all the 
Rhode Island banks, as a result of the increased volume of such 
receipts. The Providence bank objected vigorously to this new charge 
in addition to its permanent deposit and for a time flatly refused to pay 
it. The Rhode Island banks revived the proposal for an institution in 
Boston owned by the banks of New England and contended that such 
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an institution could materially reduce the cost of redemption and 
clearing for all banks.”® 

Further friction developed in Boston the next year with the 
Exchange Bank, which acted as the redemption agent for some twenty 
country banks that had no deposits in the Suffolk Bank. The Suffolk 
Bank accepted at par the notes of these country banks and presented 
them to the agent bank for redemption in the notes of banks having 
deposits in the Suffolk Bank. Ordinarily the Suffolk Bank sent these 
notes to the agent bank on the day they were received, but occasionally 
a delay of a day or so occurred. The weakness of this arrangement, 
under which the Suffolk Bank had no security for the redemption of 
such notes other than the good faith of the agent bank, was revealed 
early in 1853 when the Exchange Bank refused to redeem the notes of 
two Connecticut banks that had gotten into difficulty. Consequently, 
the Suffolk Bank sent a circular to all agent banks stating that the notes 
of country banks would be received only on condition that all notes 
would be redeemed by the agent banks until notice to the contrary had 
been given.” 

An interchange of letters followed which continued for over a year 
and aroused so much antagonism and interest that the whole corres- 
pondence was published in a pamphlet.”* In reply to the circular, the 
Exchange Bank stated that it would not redeem bills beyond the funds 
on hand for that purpose. The Suffolk Bank answered that it would 
have to notify the country banks that their bills would not be received 
unless the Exchange Bank reconsidered its refusal. The Exchange Bank 
held to its original stand and quoted legal advice to the effect that 
compliance with the proposal of the Suffolk Bank would be illegal and 
that a guarantee of the notes of a third bank was a violation of the law 
restricting the liabilities of banks. With no more delay the Suffolk 
Bank notified the country-bank correspondents of the Exchange Bank 
that their bills would not be accepted in the future. Whitney, who 
invariably defended the Suffolk Bank, held that the fact that most of 
the banks did not reply proved they felt the action just.°® Some of the 
banks concerned transferred their accounts to the Suffolk Bank, a result 
that increased the bitterness of the Exchange Bank. 
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During this controversy other difficulties arose with the Boston banks 
following the issuance of a circular by the Suffolk Bank in September 
1853 stating that no foreign money would be received from Boston 
banks after noon each day, because the labor of sorting the bills was so 
great that the clerks of the foreign-money department had to work 
late at night to complete their labors.® This announcement of a new 
policy, without previous consultation with the other banks, aroused the 
resentment of the whole group of Boston banks. A few days later the 
representatives of all the city banks voted to send a committee to the 
Suffolk Bank with the ultimatum that unless the bank withdrew its 
circular and agreed to receive country money until two o'clock each 
day (the former time had been half-past two o’clock) the banks would 
withdraw their special deposits amounting to approximately $200,000 
and immediately organize a new bank under the recently enacted 
Free Banking Law. Their chief grievance was their belief that the 
Suffolk Bank was obtaining profits large enough to enable it to employ 
enough clerks to handle all country bills received. As a result of the 
“considerable feeling” which appeared, a compromise was effected by 
which banks received credit for bills received before one o’clock and 
were given Suffolk funds for bills received between one o'clock and 
two o'clock. By this compromise the Boston banks gained virtually all 
that they demanded.” 

With this background of resentment from Boston banks as well as 
from country banks, it is easy to understand the petition for a Bank of 
Mutual Redemption and the action of the legislature in finally granting 
a charter to that bank in 1855. It is significant that the incorporators 
named in the act included George W. Thayer, the president of the 
Exchange Bank. Whitney emphasized two important factors behind 
the petition: the old feeling of antagonism among the weak banks 
which were compelled to keep their circulation within bounds, and the 
prospect of reducing the cost of redemption.” But not all the country 
banks were sympathetic toward the new bank. One officer of a bank 
in Middlesex County wrote that “some degree of spontaneity and 
unanimity” would have appeared had the country banks been solidly 
behind the movement. On the contrary, it was apparent that a few 
individuals actuated by questionable motives had, “by indefatigable 
exertions, succeeded in establishing a bank, in which a small minority 
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of the country banks, after an immense amount of persuasion, have 
taken stock,” © a statement borne out by the three-year period required 
for organization. 

Special charter provisions were necessary for the Bank of Mutual 
Redemption in view of the fact that it was a bankers’ bank. Its capital 
stock of $3,000,000 was to be subscribed by banks, pursuant to a vote 
by stockholders at a special meeting, to an amount not exceeding 
5 per cent of the capital of the subscribing banks and in no case over 
$30,000. One half of the stock had to be held by New England banks 
and one half of that amount had to be held by Massachusetts banks. 
Directors had to be stockholders or directors of member banks. Stock 
was transferable only to banks. Note issue was limited to 50 per cent 
of the capital stock and to denominations of $10 and over.” 

The following year several significant changes were made in the 
charter to encourage stock subscriptions. The bank’s purpose was stated 
as the redeeming of the bills of New England banks. Banks were 
authorized to subscribe to its stock with a maximum stockholding of 
$20,000 by a vote of their directors. Not until $500,000 of its capital had 
been subscribed could the bank be organized, and not until $1,000,000 
had been subscribed and one half of that paid could it begin business. 
Three fourths of the directors had to be Massachusetts citizens and all 
had to be residents of New England. Note issue of the Bank of Mutual 
Redemption was restricted to three times the specie holdings of the 
bank for any period over three consecutive days, and the minimum 
denomination of notes was reduced to $5.00. Loans to individuals were 
limited to $20,000. Finally, the bank had to show on each weekly 
return a specie reserve equal to at least 10 per cent of its paid-in 
capital. 


IV 


Those who promoted the Bank of Mutual Redemption had been too 
optimistic, and organization was delayed until the legislature reduced 
the capital requirement to $500,000. Even then, strenuous efforts were 
_ required to obtain the necessary subscriptions. The bank began opera- 
tions on August 23, 1858. Shortly afterwards several of the banks which 
had subscribed for stock in the new institution gave notice that their 
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deposits had been removed from the Suffolk Bank and that thereafter 
their notes would be redeemed by the Bank of Mutual Redemption.” 
These banks expected that the Suffolk Bank would present their 
bills at the Bank of Mutual Redemption, but the Suffolk Bank struck 
back vigorously and announced that it could not receive current money 
from the Bank of Mutual Redemption without giving the latter an 
advantage over banks which paid for the privilege by deposits. The 
announcement stated that banks withdrawing their deposits might 
expect the Suffolk Bank to send their bills home for payment “at such 
times and in such manner as to us may seem best.” * This refusal to 
recognize the Bank of Mutual Redemption raised a storm of hostile 
criticism which surpassed in virulence that of any previous period. 
The case of the Souhegan, N.H., Bank was one of the first to receive 
extensive newspaper comment. On September g a Suffolk employee 
presented for redemption $14,000 of bills and demanded payment in 
specie. According to one newspaper account the bank cashier leisurely 
counted out the bills and at the end of five hours had paid out the 
full amount in specie and had courteously aided the Suffolk representa- 
tive in carrying the specie to his hotel. In a public letter the cashier 
later charged that the Suffolk messenger had informed him that there 
would be no trouble if the Souhegan Bank would keep its deposit with 





the Suffolk Bank and remove its deposits from other Boston banks.” 
It was pointed out that the Souhegan Bank had a deposit of $20,000 
in the Bank of Mutual Redemption for the specific purpose of redeem- 
ing its bills. Since the Suffolk representative was said to have engaged 
a local attorney to prepare a complaint against the institution which he 
“kindly proposed to drive into insolvency,” the whole transaction was 
characterized by one critic as “arbitrary, tyrannical, impertinent, and 


in every sense unjustifiable.” “ 


When $15,000 in bills were presented by the Suffolk Bank to the 
Merchants’ Bank in Lowell, the Lowell News sponsored a petition to 
the legislature to repeal the charter of the Suffolk Bank on the ground 
that it sought to ruin the country banks which attempted to avail 
themselves of the privileges granted them by the legislature in the 
chartering of the Bank of Mutual Redemption.” 
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As the volume of hostile criticism mounted, the Suffolk Bank sought 
support by initiating a special meeting of the presidents of the Boston 
banks. A prepared resolution was presented which sustained the actions 
of the Suffolk Bank on the ground that it had not deviated from its 
agreements with New England banks and that it was willing to extend 
the same privilege to the Bank of Mutual Redemption as soon as that 
institution established a special deposit with it. As supporters of the 
latter bank were more numerous than the Suffolk Bank had antici- 
pated, the resolution was tabled and the whole subject referred to a 
committee, although a majority of the committee named was known to 
favor the Suffolk Bank.” 

Among the Boston newspapers the chief spokesman for the Bank of 
Mutual Redemption and the country banks was the Boston Atlas and 
Daily Bee. It claimed that the press outside Boston almost unanimously 
condemned the Suffolk Bank, but that all feared to speak. It pointed 
out that the defense of the Suffolk policies by the Transcript was 
almost identical with a later circular issued by the bank. The Adlas 
attacked the position of the Suffolk Bank that it had the right to decide 
whether or not it would redeem country bills as irrelevant, because the 
Suffolk Bank was going further and was trying to prevent anyone else 
from redeeming them. Unless the Suffolk Bank abandoned its “rule or 
ruin” policy, the repeal of its charter was predicted since ‘the country 
voters held the balance of power in the legislature.” 

The next step in the struggle was taken by the representatives of 
some twenty country banks at a convention in Springfield. They 
adopted resolutions that it was expedient for the banks sustaining the 
Bank of Mutual Redemption to withdraw their deposits from the 
Suffolk Bank, that the course of the Suffolk Bank in presenting notes 
for specie redemption be condemned, and that the Souhegan Bank 
bills should be accepted by all banks in the group. It was announced 
that forty banks had or would soon withdraw their deposits from the 
Suffolk Bank.” 

In the meantime, the Suffolk Bank continued to send home for 
_ redemption the bills of banks that had withdrawn their deposits, but it 
experienced considerable difficulties. Details of the defensive tactics 
used were gleefully related by those newspapers which were unsympa- 
thetic to the Suffolk Bank under such headings as “Suffolk Boar 
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Enraged,” “Suffolk Bank Itinerants,’** and “Suffolk Tyranny 
Rebuked.” “ 

In Lowell the cashier of the Merchants’ Bank refused to redeem 
some $31,000 in bills because he said it was necessary to make certain 
that the bills were properly in the hands of the agent because the 
amount itself made the transaction suspicious. Finally, a check was 
offered in payment, but was refused. When the matter was taken to 
court, the Suffolk Bank was upheld although it did not receive the 
interest penalty demanded. On a second visit to the Souhegan Bank, 
the Suffolk Bank representative had to leave unsatisfied as a result of 
the delay occasioned by the large number of citizens who wanted to 
make deposits. In less than a week the Lowell banks received demands 
for specie amounting to $121,000. In reporting this the Lowell news- 
paper expressed the attitude of many country banks when it asserted 
that the Suffolk Bank was entitled to no more courtesy than it could 
exact from a private individual whom it was trying to destroy by 
gathering his private notes and presenting them in mass for payment 
at one time. It was suggested that a private individual would be 
justified in examining his notes carefully to see that they had not 
been forged, that the use of silver was wise for notes under $5.00 where 
legal, and that “the extreme chilliness of the atmosphere might render 
rapid movements by the clerks difficult in the presence of Suffolk 
messengers.” *° 

In the midst of the heated newspaper controversy, the great bulk of 
which was held to be “mere buncombe, designed to manufacture pub- 
lic opinion,” the Boston Post argued for sanity and insisted that the 
public had nothing to lose in the struggle, that the bills of all sound 
banks were and would continue to be redeemed. It pointed out that 
when the country banks wanted the Suffolk Bank to discontinue, they 
had the power. Until that time the Suffolk Bank had to go on, having 
apparently the support of the majority of the New England banks.” 

At the adjourned meeting of the Boston bank presidents, held on 
October 8, a majority report was presented by three members of the 
committee of five, a report that completely upheld the Suffolk Bank. 
After much discussion the issue was again referred to the committee by 
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a vote of fifteen to ten with instructions to obtain information directly 
from the Suffolk and Mutual Redemption banks.*’ One bank president 
urged that it was absurd to suppose that the discontinuance of the 
Suffolk System would affect adversely the currency of the section. This 
stand was attacked by the supporters of the Suffolk Bank on the 
ground that the system of redemption at par was at stake rather than 
the status of the Suffolk Bank alone. Nevertheless, the loyal backers of 
the Suffolk Bank began to admit that it may have made some mistakes 
in its zeal to maintain its position as the conservator of sound currency 
in New England.” 

Meanwhile the Bank of Mutual Redemption had sought advice on 
the legality of the operations of the Suffolk Bank. Three eminent 
lawyers submitted a statement expressing their belief that the acts of 
the Suffolk Bank in hoarding bills of country banks and sending them 
home for specie, with the inferences which a jury might warrantably 
draw from them, would support an indictment for criminal conspiracy 
against the officers of that bank. Since the intent of the Suffolk officials 
had been to obtain deposits from and to injure the Bank of Mutual 
Redemption, they were guilty of conspiring to prevent the country 
banks from using an agency legalized by the state. Furthermore, such 
activities tended to derange the currency and to hurt the public.*? 

The Suffolk Bank countered immediately by making public the 
opinion of its equally eminent advisers who believed that the Suffolk 
Bank was engaging in no unlawful practice in merely continuing the 
legally recognized activities of years’ standing. They held that the 
Suffolk institution received bills of country banks in the ordinary rou- 
tine of business and then decided to send them home for redemption 
or to have arrangements made by the country banks in Boston. This 
was clearly legal as the law sanctioned the establishment of places of 
redemption other than the counter of the bank.” 

The increasing pressure on the Suffolk Bank came to a climax on 
October 11 when the Clearing House, which had backed the Suffolk 
Bank by refusing membership to the Bank of Mutual Redemption for. 
some time, voted unanimously to admit that bank.** On the same day 
the Bank Commissioners, after receiving complaints from many banks, 
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intervened in the struggle. They formally advised the Suffolk Bank, in 
view of the public feeling and of the effects of its policies upon the 
monetary system and other banks, that it should either continue to 
receive bills of all the banks which had withdrawn their deposits and 
to present them at the Bank of Mutual Redemption or it should decline 
to receive from its depositors the bills of such banks.** Even before this 
official statement of the views of the Bank Commissioners, but after a 
visit from the commissioners a few days previously, the Suffolk direc- 
tors had decided to yield, although three of the ten directors voting 
were adamant in their’ refusal to surrender, and had authorized to be 
sent to all banks a circular ending the Suffolk System.” 

This circular stated that the expenses of the foreign-money depart- 
ment had been met by deposits of banks and that therefore it had 
always sent home bills of withdrawn banks since it would be incon- 
sistent to treat them on the same basis as those which maintained 
deposits. For over thirty years the bank had had no motive beyond that 
of promoting a sound currency, an end that could not be obtained 
without compelling banks to arrange for the redemption of their bills. 
The circular concluded: 


We cannot consent any longer to have the bank placed in the position, as it is 
charged against us, of carrying on the business merely for profit, nor can we be 
expected to stand out against public opinion, prejudiced and excited, after it 
becomes unremunerative, and hazardous to the stockholders of the bank 

The time has arrived to surrender our agency in the system as heretofore 
conducted. Our responsibility in it must now cease, because its main feature, the 
right to send bills home for specie cannot be given up without destroying its 
efficiency; because our exercise of this right is effectually made use of, by those 
hostile to the Suffolk Bank system, to place the bank in a false attitude before the 
public; and because, under existing circumstances, the bank does not wish to 
stand in the way of a trial of the attempted experiment of a foreign money 
system, to be conducted on less stringent principles. 

We shall continue to receive country money from the banks as heretofore, 
subject to conditions that it may perhaps be found necessary hereafter to make.8* 


The opponents of the Suffolk Bank did not accept this statement as 
an accurate view of the situation. It was pointed out that no country 
bank had asked the Suffolk Bank to redeem its bills after withdrawing 
its deposit. The statement itself was held inconsistent in asserting that 
there had been no motive beyond maintaining a sound currency and 
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then later insisting that the system could not be pursued when unre- 
munerative. Furthermore, it was charged that the Suffolk Bank had 
not been following its old policy, for it had not been in the habit of 
hoarding up such large supplies of notes.** 

As the situation stood, after its circular of October 9, 1858, the Suf- 
folk Bank received bills as before except that it sent bills from banks 
having deposits with the Bank of Mutual Redemption to that institu- 
tion and received from that bank the bills of those banks which had 
accounts with the Suffolk Bank.*® But on October 16 the Suffolk Bank 
sent the following curt notice to the Boston banks: “The business of 
assorting country money will not be continued by this bank after 30th 
November, 1858.” A somewhat longer notice was sent to the country 
banks who were informed that country money would still be received 
as remittances.”” This was probably to some degree a strategic move 
because no one expected that the Bank of Mutual Redemption could 
take over the whole business at once. Immediately the Boston banks 
sent a representative to Albany to investigate the Albany Sorting House 
to ascertain the feasibility of establishing a New England Sorting 
House to take the place of both the Bank of Mutual Redemption and 
the Suffolk Bank.” 

On the same day the presidents of twenty-four of the thirty-nine 
banks in Boston sent the country banks a circular in which they 
pointed out the need of an adequate system of redemption to protect 
the banks and public against depreciated currency. The circular 
expressed grave doubt that the Bank of Mutual Redemption would live 
up to expectations because it linked borrowers and lenders between 
whom a certain antagonism was deemed necessary. The country banks 
were urged to take immediate steps to ensure the continuance of a 
sound system of redemption.” 

When reports from the committee on a sorting house indicated that 
such an establishment could not be inaugurated before the Suffolk 
Bank ceased operations, the bank presidents asked the Suffolk Bank 
to continue receiving country money until February 28, 1859. They 
were met with a brusque refusal. Finally, a compromise was reached 
by which the banks were to make arrangements individually with the 


88 Boston Atlas and Daily Bee, Oct. 12, 1858. 

89 Boston Daily Advertiser, Oct. 13, 1858. 

90 Directors’ Records of the Suffolk Bank, Oct. 16, 1858. 
91 Daily Evening Transcript (Boston), Oct. 16, 1858. 
92 Boston Daily Advertiser, Oct. 13, 1858. 





The End of the Suffolk System 203 


Suffolk or Mutual Redemption bank. Under the terms made by the 
Suffolk Bank country money would be received for a charge of 
twenty-five cents per $1,000, just one half the fee imposed upon the 
Rhode Island banks in 1853.” 

Several months elapsed before the Suffolk Bank made a permanent 
arrangement on March 9, 1859, with the Bank of Mutual Redemption 
whereby each agreed to accept from the other such bills as were 
received from banks having accounts with them. This procedure was 
abandoned a year later as a result of a disagreement over the responsi- 
bility for redeemed bills of Rhode Island banks. Thereafter, the modi- 


fied redemption system was carried on separately by the two banks.”* 





V 


The rules announced by the Bank of Mutual Redemption in its Cir- 
cular of October 14, 1858, soliciting the business of new banks clearly 
indicated the chief grievances against the Suffolk Bank.*’ In the first 
place, stockholding banks were not required to maintain any perma- 
nent deposits, although by an amendment to the charter in 1859 their 
stock could be held as security for their indebtedness.** Other banks 
had to maintain permanent deposits equal to the stock subscriptions 
which would have been required of them and identical with the 
permanent deposits then required by the Suffolk banks: $5,000 for 
Boston banks, $3,000 for other banks with a capital of over $100,000, 
and $2,000 for banks with a capital of $100,000 or less. However, the 
Bank of Mutual Redemption promised to pay interest of 3 per cent per 
annum on such deposits which were interest-free at the Suffolk Bank. 
Stockholding banks were given a preferred status since it was expected 
that dividends would be greater than 3 per cent. It soon became clear 
that no dividends would be paid the first year and interest on the 
permanent deposits was abandoned the next year.” 

Secondly, the Bank of Mutual Redemption agreed to accept at par 
all the current money of New England banks received from the com- 
munity by stockholding or depositor banks in the regular course of 
their business. The Suffolk Bank was willing to accept only the current 
money received by member banks from their regular depositors. 
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Thirdly, the Bank of Mutual Redemption agreed to allow 3 per cent 
interest on the deposits required of each bank for the redemption of its 
notes received by the Bank of Mutual Redemption, this interest to be 
calculated upon the smallest balance each week. The Suffolk Bank 
allowed no interest on such deposits. Finally, the Bank of Mutual 
Redemption promised to credit all funds deposited on the day of 
receipt if received before the closing hour. The Suffolk Bank credited 
such deposits on the following day and refused to accept any deposits 
after two o'clock. 

Resolutions supporting the Bank of Mutual Redemption but affirm- 
ing the duty of banks to provide for the redemption of their bills in 
specie in Boston were adopted by a convention of country banks held 
in Boston on November 16. One resolution stated that the “restraint 
heretofore imposed upon the undue expansion of bank currency ought 
in no degree to be diminished or impaired,” but insisted upon the right 
of the country banks to select their own redemption agents in order 
to equalize and economize the burden imposed upon the redeeming 
banks.** 

Although the Bank of Mutual Redemption was successful in obtain- 
ing the accounts of about one half of the banks of New England,” it 
soon became evident that the former restraint upon the undue bank- 
note issue was not continuing and that the Bank of Mutual Redemp- 
tion was actually being conducted on the “less stringent principles” 
predicted by the Suffolk Bank. The circulation of the notes of country 
banks immediately increased while the circulation of the Boston banks 
decreased. In Massachusetts the total circulation of country bank notes 
rose from $13,697,000 in 1858 to $15,074,000 in 1859, while the circula- 
tion of the notes of Boston banks fell from $7,142,000 to $7,013,000.'”” 
This expansion of the circulation of country bank notes was a direct 
result of the lax policy of the Bank of Mutual Redemption toward 
overdrafts. In May 1859 the directors voted that overdrafts for any 
length of time would not be permitted “except by special agreement” 
and that in case of persistent overdrafts the bank might decline to con- 
tinue the account of the offending bank or to redeem its notes.*”* Five 
months later the mild action was taken of delaying for one day the 
crediting of the accounts of overdrawn banks with their remittances.’” 
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A report to the stockholders in 1862 indicated that the policies of 
the bank were far from conservative. Loans were extended to the limit; 
extended adverse balances at the clearinghouse were met by pledging 
its bank notes for loans from other banks and these loans were met by 
borrowing from other banks on the same security; the specie reserves 
were brought to the required level by similar borrowings.’”® In the 
same year the Bank Commissioners instituted action against the bank 
for infractions of the law after the failure of their efforts to restrain 
the president, who wanted to make the Bank of Mutual Redemption 
“an active bank.” The court found the law had been violated, but 
imposed no penalty on the ground that the violations were not willful 
and that there was no indication that they would be continued, a posi- 
tion directly opposite to that taken by the Bank Commissioners.’”* 

Although New England continued to enjoy a par-redemption system 
through the separate activities of the Suffolk Bank and the Bank of 
Mutual Redemption, the efficacy of the less stringent plan instituted by 
the latter bank was never thoroughly tested because of the suspension 
of specie payments in December 1861 and the passage of the National 
Banking System Act in 1863 with the resulting elimination of the 
bank-note issue of state banks.*”° 


VI 


In 1851 the Suffolk System had been in operation for twenty-seven 
years and seemed so strongly entrenched that the Boston correspondent 
of the Bankers’ Magazine was able to write that “the opinion prevails 
here that no one of the country banks would voluntarily relinquish the 
present system.” ‘°° This was obviously an extreme statement, but the 
general conclusion was widely held. The Suffolk System, the only legal 
support for which came after the system was well established from a 
Massachusetts act of 1843 which permitted banks to pay out only their 
own bank notes thereby forcing clearing of other bank notes through 
the Suffolk Bank,*”’ had the general support of the Bank Commission- 
ers of the various New England states."°* Why then did the system last 
only seven years longer? 
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Part of the explanation lies in the inevitable opposition which the 
system had always aroused from many country banks. The extralegal 
coercion involved in their being forced to redeem their notes in Boston 
through the maintenance of deposits in that city was a permanent 
grievance of a large proportion of the country banks even though they 
appreciated the advantage derived from the wide circulation of their 
notes at par. The restriction of the circulation of individual banks and 
the control over their activities possessed by the Suffolk Bank under 
the threat of having large quantities of their bills sent home for 
immediate redemption in specie was irksome, particularly when many 
country bankers thought that the profits of the Suffolk Bank were 
unduly large. Many felt aggrieved when it was disclosed in 1858 that 
the Suffolk Bank had made different arrangements with different 
banks." 

The fundamental explanation for the final collapse of the system 
lay in the autocratic attitude of the Suffolk Bank toward the country 
banks, an attitude that was a natural but unfortunate result of the out- 
standing success of the system. This attitude was reflected in what one 
sympathetic observer referred to as the “arbitrary exactions of an iron 
rule” **° and in the customary curt announcements of new rules, in 
some instances without explanation. The result was the alienation of 
some of the Boston banks which had been among the strongest sup- 
porters of the Suffolk Bank. The dispute with the Exchange Bank was 
the outstanding single instance and was directly responsible for adding 
powerful support to the opposition of certain disgruntled country 
banks. 

When the antagonisms resulting from this autocratic attitude of the 
Suffolk Bank, an attitude that partially justified the charges of despo- 
tism and tyranny, culminated in the establishment of the Bank of 
Mutual Redemption, the position of the Suffolk Bank became unten- 
able. Up to that time the Suffolk Bank represented the only agency for 
the functions it had performed efficiently, if not judiciously. When its 
directors decided that they were going to stifle the Bank of Mutual 
Redemption and thus thwart an authorized agency of the legislature, 
their motives became open to question. It then appeared that the 
Suffolk Bank in trying to prevent its depositors from electing the 
Bank of Mutual Redemption as their redemption agent was dominated 
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solely by the desire for private profit and by spite. This greatly weak- 
ened the position of the supporters of the Suffolk Bank since many 
observers argued that it did not matter who redeemed the notes of the 
country banks in Boston as long as redemption did occur, although 
this argument ignored the other valuable controls which the Suffolk 
Bank had exercised.*™* 

It is significant that the Suffolk Bank was successful in retaining 
the support of about half of the country banks after the Bank of 
Mutual Redemption was well established. In Maine the proportion was 
greater; almost three quarters of the banks of that state retained their 
Boston deposits in the Suffolk Bank in 1861." Had the Suffolk Bank 
been more conciliatory in its attitude toward both the country banks 
and the Boston banks in the period from 1851 to 1857, had it sought 
their co-operation in the establishment of new regulations, and had it 
been willing to reduce the cost of the system to the country banks, it 
is quite likely that the Bank of Mutual Redemption would never have 
been able to obtain the stock subscriptions necessary to begin 
operations. 
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Review Article 
AN ATTEMPT AT SYNTHESIS IN AMERICAN BANKING HISTORY 4 


Mr. Redlich’s aim is ambitious: to reveal the ideas underlying the develop- 
ment of American banking, and to identify not only the theorists who 
assisted in their formulation but also the men in public life and business who 
put them into effect. In pursuing this aim the author has tried to do three 
things: to write a history of banking ideas; to evaluate the contributions 
of thinkers, politicians, and bank personnel; and to summarize banking 
practices. He is, however, a better student of the history of banking ideas 
than of banking practices, and his appraisals of men, while lively, do not 
always appear well grounded. 


I 


At least two decisions Mr. Redlich made upon undertaking this project 
impair its value. Deploring the fragmentary nature of previous banking 
research, he set himself the task of presenting synthetic results. Although 
this first volume, scheduled to be followed by a second, does not manage 
to be quite all-inclusive—developments in the South, Southwest, and West 
are barely mentioned and not all the northern states are well represented— 
it contains a survey of banking in this country during two periods, 1781- 
1815 and 1815-1840; brief sections on savings banks and reform movements 
of the second period—the Suffolk Bank system, the New York Safety Fund, 
and free banking; and a long chapter on early American central banking. 

On the ground that it was not feasible for him to do exhaustive original 
research on each subject, the author made another decision detrimental to the 
achievement of his aim: to utilize secondary material as far as possible. 
He claims that a scholar has the right to choose whether “to dig in and 
unearth treasures” or “to climb the mountains to enjoy the larger view,” and 
indicates that he would like his readers to be neutral about his choice of the 
latter course. In view of the present state of research in American banking, 
however, one cannot accept Mr. Redlich’s thesis that a scholar must con- 
sider only his own predilections. As he himself states, his endeavor requires 
“the directional guidance of well-elaborated theory and of previous research.” 
Much of the basic research in early American banking simply has not been 
done. Most of the monographic literature, moreover, is either based on 
erroneous theoretical conceptions or else does not relate the factual material 
to the economic environment in which the banks operated; as a result, 
the implications of the data are not brought out. It may be sad, as Mr. Red- 


1 The Molding of American Banking: Men and Ideas. Part 1, 1781-1840. By Fritz Redlich. 
New York: Hafner Publishing Company, 1947. Pp. ix, 334. $5.00. The author considers this 
study the second part of his series, History of American Business Leaders. 
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lich says, that a hundred men have worked on banking histories of vari- 
ous states and hardly one has compared his results with the findings of his 
neighbor. It is sadder still that most of these individual histories do not 
answer fundamental questions. The treasures remain to be unearthed in 
much of the ground that has supposedly been dug into. 

A synthesis of the results in the secondary literature therefore does not 
seem rewarding to me. Because Mr. Redlich has been compelled to examine 
primary sources when the secondary material does not treat questions of 
central importance to him—in fact it is hardly concerned at all with his 
interests—his book is curiously uneven. Mr. Redlich has lavished his 
research on some points; on others he has done nothing or merely scratched 
the surface; on still others he has not been thorough and has come to con- 
clusions that are not valid. 

The author’s handling of the history of banking ideas provides many 
illustrations of the variable quality of his research. A denial of “deter- 
minism and the working of blind forces in history” has led him to the 
conviction that the ideas “back of the actions of history-making men” are 
the true determinants of historical change. Investigation of the changing 
content of these ideas, until they reached the form in which they were 
adopted, occupies a central position in this approach to banking history. 
The European origins of many intellectual influences on American bank- 
ing development tend to be emphasized. 

Using his own research as a basis, Mr. Redlich has done an admirable job 
on the rise of savings banks. He traces the migration of the idea of such 
institutions from Europe to this country, showing how three of the five 
earliest American savings banks were modeled on English ones. He dis- 
cusses the men who were instrumental in setting up these paternalistic, 
semicharitable societies in Boston, New York, and Philadelphia, and their 
problems. He describes how these institutions developed distinctive fea- 
tures and took different courses in the United States and England. Finally he 
explains the alteration in the character of later savings banks. In this chapter 
Mr. Redlich unfolds, skillfully, myriad lines of development. 

The chapters on “Free Banking” and “Safety Banking” also attest to his 
capacity for painstaking investigation of the origins of an idea.? The author 


2Mr. Redlich’s designation of free banking as “a piece of reform legislation caused by a 
national calamity” (p. 196) does not seem quite accurate. He cites Helderman as his source, 
but the latter notes that the panic of 1837 was definitely secondary and “that the driving 
power lay in social and economic forces prior to the panic.”—L. C. Helderman, National and 
State Banks (Boston and New York: Houghton Mifflin Company, 1931), p. 20. The Michigan 
Free Banking Act was passed before the panic broke, and in New York the safety banking 
system was not discredited as a guarantor of bank debts until several years after free banks 
‘were opened. 

Mr. Redlich remarks that bond security for note issues of Safety Fund banks was suggested 
in 1857 (p. 297, n. 93). The principle had actually been extended in 1848 to an authorized 
increase in the circulation of Safety Fund banks with capitals larger than $200,000. 











210 Anna Jacobson Schwartz 





is successful also in nailing certain inaccuracies in earlier accounts; for 
example, the rather widespread belief that the sponsors of safety banking 
intended it as a safeguard for note issues and that only inadvertently did 
the proposal come to refer to debts of banks in general. 

Unfortunately, examples of research of uneven quality are equally numer- 
ous. The chapter on central banking reflects the inadequacy of the pub- 
lished material on the first Bank of the United States; there is little detail. 
On the second Bank, although Catterall’s more particularized account is 
available, Mr. Redlich has used, in preference, a primary source, Biddle’s 
letter books in the Library of Congress. Mr. Redlich’s account, however, 
cannot be considered well rounded or definitive, for he makes little use of 
other primary and secondary materials to complement or check the letter 
books. Although he disagrees with some of Catterall’s interpretations (pp. 
120, 138-39, 278, n. 282), the chief difference between them, aside from the 
greater variety of Catterall’s sources is in organization: Mr. Redlich’s dis- 
cussion of the second Bank is part of a biographical narrative of Nicholas 
Biddle, chief executive, banker, central-bank president, politician, and 
personality. 

Mr. Redlich seems to be content with a sketchy presentation, for example, 
the four-page chapter on ideological elements in the development of the 
southern plantation banks, with a hint about the sources of the idea of branch 
banking (p. 99); and he ignores at least one “propelling idea” that, regard- 
less of its inherent worth, influenced economic development—the idea, 
common to both Jackson and Biddle, that the prohibition of the circula- 
tion of small notes would widen the metallic basis. The idea never justi- 
fied itself in practice, and seems so patently false that one would like to 
know in detail why it proved attractive to both friends and opponents 
of banks. But Mr. Redlich does not tell us why. 

Mr. Redlich is even more vulnerable when he jumps to conclusions 
without authoritative basis. For example, he has the notion that he can 
date “the beginning of new social processes and institutions” by detecting 
awkwardness on the part of contemporaries in describing a phenomenon 
still in its infancy. “One will find invariably in later sources better descrip- 
tions and, finally, the precise term.” One of his illustrations is the introduc- 
tion into common usage of the words “accommodation paper.” The first 
American banks, he says, “were the true forerunners of modern commercial 
banks” (p. 10). Country banks began discounting accommodation paper in 
the 1790’s, and city banks followed suit. By 1811 accommodation loans 
were common (p. 11), but “the term was still so new in 1816 that Mathew 
Carey explained that ‘the Bank of North America and the Farmers’ Bank 
made considerable reducions on what are called accommodation notes’” 
(Mr. Redlich’s italics, p. 234, n. 67). I have made no special search for the 
earliest use of the words “accommodation notes,” but I find them in a 
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report of 1806 made by a committee of directors of the Bank of North 
America, in a Pennsylvania statute of 1810, and in 1810 again, used without 
any awkwardness, in an earlier essay by Mathew Carey himself, a reference 
Mr. Redlich, curiously enough, cites in another context.* 


II 


Mr. Redlich’s difficulty with dating the common usage of “accommodation 
notes” is not due exclusively to inadequate research on this one point. It 
reflects the set of preconceptions with which he views early American 
banking practice. His concern is not with the whole range of banking ideas 
that were current in the United States but only with those that 
actually shaped banking practices, and it is therefore important for him to 
establish a linkage between ideas and practices. Whatever the merits of Mr. 
Redlich’s studies on the origins of banking ideas as such, his attempts to link 
ideas and practices, and his descriptions of the latter, are frequently faulty. 

Mr. Redlich rather rigidly identifies early American banking practices with 
mercantilist ideas about the nature of banks. Mercantilist theorists dis- 
tinguished between two kinds of banks, those “banking on mercantile 
credit”—discounting short-term obligations; and those “banking on private 
credit”—providing long-term credits. For “banking on private credit,” 
capital was not a necessity; “money banks,” banks with a capital, 
did “banking on mercantile credit.” Mr. Redlich believes that the earliest 
American city banks were established in the image of the latter, perhaps 
even improving on the model, for they had a specie capital, and country 
banks, of later date, in the image of the former. Another mercantilist tradi- 
tion embodied in American commercial banking practice during the first 
decades of the nineteenth century, according to Mr. Redlich, was the more 
or less permanent investment of a considerable part of capital in govern- 
ment obligations (pp. 13, 49, 127, 193). 

Mercantilist thought was undoubtedly known to American students 
of banking, but in stressing “congruity of Mercantilist theory and early 
American banking practice,’ Mr. Redlich overlooks this country’s unique 
environment. American banking practice has, first and foremost, been 
responsive to the needs of its borrowers. That is why it does not ring true 
when Mr. Redlich says, citing inadequately documented generalizations in 
the secondary literature, that merchants and their associates who founded 
the earliest American banks at the start strictly limited their loans to short- 
term business paper, in accordance with mercantilist theories of the proper 


8 Directors’ minutes, November 17, 1806, Bank of North America Papers in the Historical 
Society of Pennsylvania; Pennsylvania Statutes, laws passed 1809-10, Act of March 19, 1810, 
chap. 65; Mathew Carey, Desultory Reflections (2d ed.; Philadelphia, 1810), p. 13. Mr. 
Redlich cites this reference on p. 234, n. 60, which, incidentally, erroneously dates the source 
as 1811; cf. the bibliography, p. 309. 
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business of a “money bank.” Some study of the early operations of the 
Bank of North America leads me to think this is fiction. Trade was but 
one of the activities the founders engaged in; many of them were extensive 
speculators in land and securities and had close connections with bridge, 
canal-cutting, and road-building companies. Although they contravened 
mercantilist theory, and even the rules of their banks, the founders did not 
hesitate to demand and obtain loans for purposes not originating from 
short-term business transactions.* 

Mr. Redlich also assumes too easily that “money banks represented .... 
banking on sufficient capital and on a specie basis” (p. 10) while paying in 
of capital in country banks was considered unnecessary (p. 193). William 
Bingham, for example, whose abilities as a banker Mr. Redlich regards 
highly, held stock in the Bank of North America in October 1783, paid for 
with the proceeds of a loan from the bank.’ To suggest a sharp contrast 
between the capitalization of the early city and later country banks creates 
the false impression that country banks with adequate paid-in capitals were 
rare. Easily accessible evidence to the contrary is available in studies of 
institutions that have survived to the present.® Pennsylvania bank records, 
with which I am most familiar, also indicate that paying in of capital 
in installments by country-bank stockholders was a usual, not extraor- 
dinary, procedure. Special situations, as in New York after free bank- 
ing was adopted, may have fostered a widespread evasion of capital require- 


4 Let me cite the case of James Wilson, one of the founders of the Bank of North America, 
whose familiarity with Sir James Steuart’s writings is highly gratifying to Mr. Redlich. Mr. 
Redlich states that the men who stood at the cradle of American banking made history by 
choosing “banking on mercantile credit” rather than “banking on real and personal estates.” 
Yet at least twice during 1784 Wilson tried to borrow sums as large as $20,000 from the 
Bank of North America for his land schemes (Thomas Willing to James Wilson, January 24 
and June 24, 1784, in Bank of North America Papers). As early as February 18, 1786, 
directors’ minutes of the bank indicate renewal for not over six months of various notes of 
Wilson and Mark Bird, a member of his wife’s family, with whom he purchased the Somer- 
set Mills on the Delaware (Dictionary of American Biography, XX, 329). A proviso stated 
that at least $30,000 be paid off within the six months; the full amount the partners had 
borrowed may be conjectured. 

N. S. B. Gras says of Massachusetts Bank discounts in 1785, “ ... . if the ruling was 
followed, they were for only thirty days.”—The Massachusetts First National Bank of Boston, 
1784-1934 (Cambridge: Harvard University Press, 1937), p. 45. Mr. Redlich and earlier 
students of the beginnings of American banking have been taken in by rules and have not 
investigated whether they were followed. 

5 Thomas Willing to William Bingham, October 20, 1783, in Balch Papers, The His- 
torical Society of Pennsylvania. 

6 Various centennial studies may be cited: H. G. Ashmead, History of the Delaware County 
National Bank (Chester, Pennsylvania, 1914); The Hagerstown Bank at Hagerstown, Mary- 
land, Annals of One Hundred Years, 1807-1907 (Knickerbocker Press, 1910); The Jefferson 
County National Bank, Watertown, New York, Centennial Historical Souvenir, 1816-1916; 
P. L. Kleinhaus, Down Through the Years, The Story of the National State Bank of Elizabeth, 
New Jersey, 1812-1937 (Elizabeth, New Jersey, 1937). 
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ments by country banks. Such developments were recognized as a deviation, 
not accepted as the norm. 

In citing the high ratio of government-stock assets to the capital of seven 
out of nine Philadelphia banks in 1815, Mr. Redlich tries to show that such 
investment was traditional throughout the first period (p. 49). He neglects 
to mention that the percentage relationship in that year was atypical, 
reflecting the financing of the War of 1812, during which the banking com- 
munity subscribed heavily to federal issues. Balance-sheet data, as of the end 
of December 1811, available for three of the above-mentioned Philadelphia 
banks, show the following amounts of investment and capital:* 





TABLE 1 
(ooo Omitted) 
Investment 

in Government 

Bank Capital Stock or Bonds 
SE OE. TRINIUNE  5 oxxsostecrnindecccenvecaaces $2,500 $345 
PN TID cies riciannesacwrrenasvcueen anne 1,800 ) 
Farmers’ and Mechanics’ Bank...............eeeeee- 1,019 on 
$5,319 $345 


* This bank reported $4,600 worth of stock in turnpikes. 


Nearly one half of the volume is devoted to the essay on early American 
central banking, designed to explain why “the United States which devel- 
oped full-fledged central banking earlier than any other country in the 
world except Great Britain was the last to adopt it definitely in its modern 
form” (p. 96). It is somewhat puzzling that Mr. Redlich here refers to 
“full-fledged central banking” when he repeatedly characterizes the activities 
of the first Bank as “rudimentary” and “embryonic” central banking; criti- 
cizes the second Bank for not operating as a bankers’ bank—“In fact, in 
its early years the first Bank of the United States was nearer to becoming 
a bankers’ bank than the second Bank ever was during its career” (p. 142); 
and, in a concluding statement, notes that if the second Bank had been 
rechartered, “incipient central banking would perhaps have taken root in 
this country and become at that time, in the 1830’s, part and parcel of the 
American institutional set-up” (p. 177). 

In respect of his first period, Mr. Redlich states: “.... the specie reserves 
back of the American banking system as a whole, and those back of indi- 
vidual banks, became smaller and smaller until, for some years after the 
suspension of 1814, American banks went off specie completely.” It may be 
true that average specie reserves declined, but I do not know where Mr. 
Redlich found evidence of a secular contraction in aggregate specie in 
American banks between 1785 and 1815. During the War of 1812 bank 


‘ 





7 Pennsylvania Senate, Journal, 1811/12, pp. 76-79. 
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specie holdings were indeed redistributed, the middle and southern states 
losing to New England, but specie certainly flowed to this country during 
the Napoleonic golden age of commercial prosperity.® 

In discussing bank borrowing during the second period, Mr. Redlich 
does not mention direct interbank loans, for which some evidence exists, 
or the hypothecation of their note issues by the New York Safety Banks, a 
practice evidently rather widely resorted to, according to the New York 
State Bank Commissioners.? He says, “Rediscounting was still very rare 
and ‘discountenanced’” (p. 54). The Bank Commissioners of New York 
State, however, noted in 1837, “. . . . we have frequently had occasion to 
notice a strong disposition on the part of our banks to extend their credit, by 
procuring rediscounts of paper in New York.’® 

Mr. Redlich states that payment of interest on bankers’ balances in New 
York “hardly played a part in the second period” (p. 52). Yet in 1831 the 
Bank Commissioners of New York State reported: “The competition for 
these [country bank] deposits in New York between some of the banks and 
individual bankers, has induced offers of moderate rates of interest to the 
country banks for their funds while undrawn, and many of them have very 
considerable deposits upon those terms with individuals. . . . . And the 
danger to be apprehended is, that the depositors may be tempted by the 
rate of interest, to lose sight of that unquestionable safety which to the 
public is certainly more important.” 1 


Ill 


A basic tenet of Mr. Redlich’s historiography is “that economic develop- 
ment is the work of individuals.” He is therefore interested in distinguishing 
the achievements of specific men, including theoreticians, business leaders, 
and men in public life who molded American banking history. Moreover, 
he rates highly the role of personal contacts through the first decades of the 
nineteenth century in diffusing the influence of current banking ideas. 


8 Cf. Walter B. Smith and Arthur H. Cole, Fluctuations in American Business (Cambridge: 
Harvard University Press, 1935), p. 28. Mr. Smith presents semiannual data on specie hold- 
ings of three Boston banks, 1810-20. See also C. J. Bullock, J. H. Williams, and R. S. 
Tucker, “The Balance of Trade of the United States,” Review of Economic Statistics, I (1919), 
215-17. 

9 The Philadelphia Bank made a loan of $50,000 to the Bank of Georgia in 1821 and one 
of $150,000 to the Bank of New Orleans in 1831.—Joel Cook, The Philadelphia National 
Bank; a Century’s Record, 1803-1903, by a Stockholder (Philadelphia: W. H. Fell, 1903), 
p. 79. In 1821, in answer to a House resolution requiring the Farmers’ and Mechanics’ Bank 
of Philadelphia to state the amount loaned to farmers, the bank referred to a loan made to 
the Bank of Centre County.—Pennsylvania House of Representatives, Journal, 1820/21, pp- 
301-2. See also Annual Report of New York State Bank Commissioners, 1842, pp. 19-20. 

10 Annual Report of New York State Bank Commissioners, 1837, p. 14. 

11 Annual Report of New York State Bank Commissioners, 1831, p. 5. 
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Mr. Redlich is well acquainted with a host of figures who had some share 
in American banking history. He expresses rather strong likes and dislikes 
(see his estimate of Willing, p. 26), but, in an effort to be fair, he can also 
bend so far backward as to contradict the implications of his own suspicions 
(see his disclaimer of impugning Dallas’ honesty while suggesting that 
Girard’s account books be examined regarding payments to the former, 
1814-1817, pp. 102-3). In too many instances, however, the author’s case in 
support of his judgment is not foolproof. 

Mr. Redlich’s approval of short-term self-liquidating banking and lack 
of admiration for “mixed banking” seem to color his judgment of the 
personalities identified with city and country banks, respectively. Although 
he acknowledges lack of reliable material, he has little doubt that early 
country-bank cashiers “represented a different type” from the city-bank 
cashiers (p. 41). Personnel of the first city banks “lived up to a rather high 
standard,” but the situation was different in country banks. “Thus through 
the extension of country banking, the trend toward lower standards in 
banking begun with the first wave of bank charters in the middle of the 
1790’s was not only not arrested, but even accelerated” (p. 44). During the 
second period, “while average directors of leading Eastern city banks 
probably lived up to the ethical standards of other business men of their 
time and of their section of the country, the morals of the average country 
bank directors were notoriously low” (p. 56). I do not believe that our 
present knowledge of representative country banks is sufficiently detailed 
to permit such generalization. 

Bank organization is of special interest to the author. He believes that 
stockholders in early city banks occasionally exercised a decisive influence 
on policy (p. 17); that “the president of a bank in the first period had 
nothing to do with the administration of his enterprise” (p. 20); that 
administration by full boards was typical, and that there was something of a 
hierarchy from director to cashier to president, in descending order of 
importance (pp. 40-41). During the second period there was a gradual shift, 
first to administration by standing committees, then to administration by 
the president and officers (pp. 56 ff.). 

Some of the evidence Mr. Redlich cites in support of these views does not 
strike me as especially convincing. In respect to the stockholders’ position, 
he has two main points: the fact that the decision to adopt Oliver Wolcott’s 
plan for branches was made at a meeting of stockholders of the first Bank; 
and the statement during the debates of 1786 in the Pennsylvania legislature 
on the Bank of North America that that bank was “managed .... by the 
stockholders” (p. 17). Jeremiah Wadsworth’s refusal of the presidency of the 
Hartford Bank at about the same time that he accepted a directorship on 
the first board of the first Bank sheds “light on the evaluation of the former 
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position by a highly active and creative business leader of the 1790's” (p. 
30). Other explanations of this decision are obviously possible; moreover, one 
wonders why Wadsworth served as president of the Bank of New York 
during 1785-1786. The author states at one point that “only in exceptional 
cases can the entrepreneur, that is the actual leader of his enterprise, be 
found among the bank presidents of the first period” (p. 38; cf. the unquali- 
fied quotation in the preceding paragraph). A few pages later, in discussing 
early bank cashiers, he remarks, “ . of the eight men whose careers 
have been sketched above, four rose to become the heads of their respective 
banks thereby proving that they possessed entrepreneurial capacity” (p. 41; 
my italics). 

The three great originators of American banking, according to Mr. 
Redlich, were Robert Morris, Alexander Hamilton, and Jeremiah Wads- 
worth. Although he insists that the founders were disciples of Sir James 
Steuart, Mr. Redlich submits evidence of mercantilist origins only for 
Hamilton’s thought. If there were derivative elements in Morris’ banking 
views, they seem definitely subordinate to his great, original contributions. 
Mr. Redlich’s account does not convince me that Wadsworth’s banking 
activities entitle him to be designated “the third of the great originators” 
(p. 29). The largest single stockholder of the Bank of North America, 
Wadsworth was drawn into the scheme for the Bank of New York by his 
former partner, John Barker Church; the Hartford Bank “was first sug- 
gested to Hartford business men by his clerk” (p. 30); and “he did not play 
an important part” in the first Bank of the United States. 

Mr. Redlich presents a chart purporting to show lines of personal influ- 
ence emanating from the Bank of North America to the institutions that 
were founded in successive waves up to 1812. Until 1792, he believes, the 
spread of banking through personal contacts resulted in the bequeathing of 
bank organization and bank policy, as well as experience in banking, by the 
older to the younger enterprise. He is unable, however, to point to the trans- 
mission of specific ideas, and I wonder whether the fact that one individual 
in his lifetime was associated with several banks, when there is no proof 
that he played a decisive role in them, is actually as important as Mr. 
Redlich assumes. I suspect that the school of firsthand experience was the 
true source of banking knowledge in this country, not personal or imper- 
sonal contacts. I do not believe that Thomas Willing’s letter of January 6, 
1784, to the promoters of the Massachusetts Bank taught them the business 
of banking or that Seton’s performance as cashier of the Bank of New 
York was influenced significantly by his introduction to FitzSimmons of 
the Bank of North America. 

The actions and personality of Nicholas Biddle get more attention than 
those of any other individual. Mr. Redlich tends to view Biddle’s career up 
to the bank war as brilliant, and its later history as a complete break with 
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the past.’* He says “he knows of no tragic downfall in the field of American 
economic and business history which compares with that of Nicholas Biddle” 
(p. 161); Robert Morris’, however, comes to my mind. 

It is difficult to understand how Mr. Redlich can compare Biddle’s and 
Jefferson’s accomplishments and not be disturbed by the difference in spirit 
and personality of the two men. 

Mr. Redlich tries to indicate personal experiences and intellectual influ- 
ences that determined Jackson’s antibank attitude. Since he shows that 
loans and favorable settlements did not always make friends for the Bank 
(p. 154), one wonders why he assumes that Jackson became an enemy 
because of harsh treatment by various state institutions. 

Mr. Redlich’s program of research has much to commend it. It focuses 
on an important element in American banking experience. His enthusiasm 
for detecting European intellectual influences ought not, however, to blind 
him to the interaction between American banks and their native business 
background. Because of his interest in the role of individuals he ought not 
to slight the effect of social pressures upon them; in the case of Biddle, Mr. 
Redlich does not quite succeed in showing the Congressional and business 
pressures upon him during the bank war. These are cautions of which Mr. 
Redlich is theoretically aware; their exercise is of key importance. He would 
be less open to criticism, finally, if he had confined himself to a searching 
examination of a segment instead of attempting to synthesize banking 
history in its entirety. 


New York, New York ANNA JAcosson SCHWARTZ 


12 Bray Hammond has offered a hint for a variant analysis—See this JourRNAL, VII (May 
1947), 20. Messrs. Redlich and Hammond, incidentally, differ in their views of Biddle’s 
responsibility for the depression of 1833-34 and the meaning of Jackson’s statement in his 
first annual message that the Bank had failed to establish ‘‘a uniform and sound currency.”— 
See this JournaL, VII (May 1947), 11 and 5, and Mr. Redlich’s book, pp. 154, and 287 
n. 37. A quotation from Kendall, cited by Mr. Redlich (p. 172), seems to support Mr. 
Hammond’s interpretation of the latter point. 
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CYCLES AND GROWTH 


The Industrial Study of Economic Progress. By Hiram S. Davis. Philadelphia: 

University of Pennsylvania Press, 1947. Pp. xii, 187. $2.75. 

The characteristics of progressive economies are slowly being delineated. Such 
economies are definitely characterized by business cycles and we are beginning to 
detect in their development also longer cycles. Their industrial structures shift in 
such a way as, for example, to decrease the relative importance of agriculture and 
of small enterprise. Within major industrial categories individual industries pretty 
generally experience retardation of rate of growth: in progressive economies there 
are retreating as well as advancing industries. Multiplication of the variety of 
goods and services and the ways to produce them, and perhaps also “increasing 
changefulness” in the products and methods of industry, are attributes. The trend 
of output per man-hour is upward in practically all industries, including even 
those directly confronted by depletion of natural resources. Wage and salary rates 
advance relatively to rates of return on capital, and aggregate remuneration of 
labor approximately parallels national income. 

This obvious list can be made longer. But at its fullest we lack knowledge of all 
the significant characteristics of progressive economies. Nor are we sure, in every 
case, whether we are discovering distinctive characteristics of progressive econo- 
mies; for we know even less of retrogressive economies. If this be true, we cannot 
be fully cognizant of the conditions of economic progress. We may be rich in 
various hypotheses concerning them, but in the absence of adequate knowledge of 
the distinctive characteristics of progressive economies, we have not been able to 
construct an adequate theory of their development. Without such a theory, we 
can only surmise what are the necessary and sufficient conditions of economic 
progress. 

In this situation, the appearance of a volume on the study of economic progress 
must be welcomed. 

Since its establishment in 1921, the Industrial Research Department of the 
Wharton School of Finance and Commerce in the University of Pennsylvania has 
devoted its attention to the business and social problems of industry. An interest- 
ing brochure, Industrial Progress and Economic Research (September 1946), 
describes its pioneering studies of industrial relations in the Philadelphia market, 
of the various problems in a half-dozen industries important in the Pennsylvania 
area, and of the Philadelphia labor market. In addition, there are the historical 
studies of Pennsylvania prices, made possible by the International Scientific Com- 
mittee on Price History, and a number of special studies on a variety of economic 
subjects of general interest. The list of publications, the personnel trained and 
developed, the experience accumulated, and the uncovering of problems that have 
awakened interest in research workers elsewhere make an impressive record of 
twenty-five years’ achievement. There are few institutions engaged in serious 
economic research in this country with the interest and experience in the problems 
of individual industries that mark the Industrial Research Department. 

Against this background we may recognize the importance of the plans the 
department is formulating for the industrial study of economic progress. The 
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volume under review, by the Director of the department, describes the grand pro- 
gram from which the department’s own immediate plans are drawn. It is a “gen- 
eral statement on the concepts, methods, and objectives which are involved in the 
industrial study of economic progress.” 

Briefly, the ultimate objective is an understanding of the conditions of economic 
progress. The approach is through the study of a sample of American manufac- 
turing industries. The elements in each industry’s history on which attention is to 
be focused are productive efficiency, re-employment of displaced resources, distri- 
bution of the gains of productivity, and the social costs of progress, together with 
related factors. The technique involves comparison among industries; that is, the 
history of each industry provides one or more “observations” (more, if significant 
periods can be distinguished) on the relations among the selected elements and 
associated factors. From the assembly of these observations generalizations will be 
drawn. The proposed study therefore differs from the usual economic histories of 
individual industries in that the industries are approached with a common set of 
questions and the answers are pooled. Just as the department’s industrial and 
labor-market studies grew out of its original studies of industrial relations, the 
present proposal builds on the experience already gained, and seeks a wider hori- 
zon. This indicates the value of the preceding work of the department—for only 
sound work proves to be fruitful of more problems—and the vision of its staff. 

My outline of the program is too cryptic. The reader must go to the volume 
itself for a fully understandable account. Here I can comment only on a few of the 
many interesting points which Hiram S. Davis offers for discussion. 

Understanding the conditions of economic progress is the goal. “Conditions” is 
not defined explicitly. It is used synonymously with “associated factors,” “influ- 
ences,” and “circumstances which favor”; and the purpose of comparison of indus- 
tries and periods is to “separate the significant ‘conditions’ from the accidental or 
neutral circumstances” (p. 56). The quotation marks placed by Davis around the 
word “conditions” indicates his appreciation of the problem of interpreting it. But 
it would have been better if he had explicitly and sharply distinguished “condi- 
tions” from “associated variables.” There are bound to be many “associated vari- 
ables” that are neither accidental nor neutral. But only a few of these may merit 
being called “significant conditions.” Which these are will be indicated by the 
explanation of the associations established, that is, by the theory connecting the 
variables. This theory will be needed, also, to distinguish between necessary con- 
ditions that have existed in the past and conditions that may be necessary to future 
progress. 

Clear thinking about the conditions of economic progress is furthered by Davis’ 
emphasis on the economic system as an integrated organism. An approach that 
limits itself to a study of one sector of one economy, and to certain aspects of the 
history of that sector, cannot lead us all the way to our ultimate goal, as he points 
out in many places. He does not, however, take the time on this occasion to show 
us just what the logical nature of the limitation is, and what it will mean, for 
example, when we come to interpret the discovered “significant ‘conditions’” of 
increasing productivity in manufacturing. I am a little sorry, too, that Davis speaks 
of an industry’s productive efficiency. This may lead some readers to forget that 
what goes on in one industry is in part a function of developments in other 
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industries. But these questions will trouble us more in the later stages of the job 
(when the results of the industrial and other approaches to the study of economic 
progress are put together) than in the immediate task posed by Davis. 

The proposed study is limited, for obvious reasons, to a sample of manufactur- 
ing industries. Davis properly gives considerable attention to the selection of indus- 
tries representative of the variety of products, processes, and materials found in 
manufacturing. Only industries large in 1939 are chosen. While the sample num- 
bers eighteen industries, the proposal is to start with fewer (a subsample) and 
extend the intensive analysis to the others only if there is “evidence that intensive 
analysis would do more than confirm results already obtained” (p. 60). Provision 
is further made in the plan for “generalization of the industry studies” by exten- 
sion of the study of the relation between manufacturing productivity and selected 
particular factors (such as size of company) to a fuller list of manufacturing 
industries. As this implies, a sample must not only be carefully selected, it must 
also be of the right size—not too large or too small. The appropriate size depends 
upon the variability of the phenomena under consideration, on the number of 
variables studied, and on the funds available and the costs of analysis. From what 
we know of economic variation and interdependence, there seems a good chance 
that eighteen industries will more frequently prove to be too few than too many 
for adequate study. The plan’s ambitious scope in respect of number of “condi- 
tions” or variables studied may have to be reduced in order to expand the number 
of industries in the sample or to go down within industries to the company or 
plant level more frequently than Davis expects (which is only on occasion). 

Some additions to the sample to give appropriate representation to once-im- 
portant industries which have since undergone substantial decline, or to new 
industries getting under way, may be necessary, Davis points out (p. 60). This 
raises a question whether the method of sampling wisely rejects all industries 
small in 1939. If a progressive economy is characteristically marked by declining 
industries as well as growing, “appropriate” representation of them requires 
recasting the method of sampling, and perhaps taking average size over the whole 
period to be studied as the criterion. But I am not sure that small industries should 
be excluded simply because they are small. As for “new” industries, they will get 
into the sample anyway if a long enough period is chosen for study, and it would 
be unnecessary to make special provision for them, unless (and this would create 
another problem in sampling) it is suspected that the conditions of development 
of new industries have changed. 

The sample is so dispersed over the field of manufacturing that closely related 
industries do not usually get chosen together. But “already,” Davis states (p. 60), 
“qt has developed that it is desirable to include within the compass of a particular 
industry any specialized machinery trade which is an important originator and 
supplier of new equipment for that industry.” However, “it is doubtful if a very 
intensive analysis would be made of the . . . . associated machinery industry” 
except with respect to improvements in equipment. Industries are related sequen- 
tially, competitively, and complementarily. Study of all these relations seems essen- 
tial to proper understanding of the development of individual industries. I sus- 
pect, therefore, that further work will point to the desirability of including such 
related groups and applying equally intensive analysis to all industries within 
them. 
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The prime question to be put to the sample of industries is this: What factors 
have been associated with changes in productive efficiency? As Davis points out, 
the peculiar merit of the industrial over the national approach to the study of 
progress is that it brings us closer to the level at which “actual changes in effici- 
ency, or different combinations of labor, capital and materials are made” (p. 14). 
Davis knows, of course, that these changes are really made at the company or 
plant level. The industrial level may not be close enough to get at the immediate 
factors affecting productivity, and he therefore makes provision for descending to 
the lower level when it seems fruitful (and is possible) to do so. The uncertainty 
here is how frequently it may be necessary to depart from the main approach. If 
frequent, the range of the program may have to be narrowed, for dealing with 
individual companies or plants is extremely burdensome. 

Productive efficiency is to be measured by increase in output per combined unit 
of all resources, including not only labor but also capital, materials, and other 
factors of production. We must surely agree with Davis that a broad measure of 
productivity is preferable to the common measure of output per man-hour, but 
how frequently will it be possible to get away from the latter? And various tech- 
nical questions are bothersome. Why, for example, measure the input of capital by 
capital consumed in the process of production, as Davis suggests at one point, 
when capital assets that do not depreciate yield an input also, just as do inven- 
tories apart from the current consumption of materials? While Davis provides one 
of the most elaborate and interesting discussions of measuring productive efficiency 
that I have seen, he does not always get down to the brass tacks of availability of 
data and significant details of techniques. But perhaps this is too much to expect 
in a program scouting out so much ground, even though an avowed purpose of 
the book is the discussion of method. 

An extensive list of factors probably associated with productivity is given: vari- 
ety of products, age, size and organization of enterprise and industry, supply of 
capital, equipment prices, incentive wage schemes, unionization, and so forth. I 
hope that on another occasion Davis will give us a more complete summary of the 
present state of our knowledge of the influence of each. Yet enough is said so that 
the book will be useful for its list of unresolved questions. Writers of histories of 
individual industries would do well to work with these in mind. 

Since increased productive efficiency can lead to unemployed resources, Davis 
poses as his second main question the conditions of re-employment. He recognizes 
that this question is less suited to the industrial approach than is the one on pro- 
ductivity, but feels it desirable to give such attention to it as can be given within 
the industrial framework. The question is undoubtedly important, perhaps too 
important to be posed so narrowly. After all, most industries in any period long 
enough to average out cyclical fluctuations are growing at such a rate as to over- 
come a tendency for increased productivity to lead to serious displacement of 
resources. The main problem has been, rather, where and how have growing 
industries obtained the resources they needed? Declining industries have not 
always had to force out surplus labor and capital; sometimes, we may be sure, 
these have been pulled out by the superior attractions of growing industries. 

The distribution of the gains of productivity is brought in, as the third main 
question, because “re-employment would be certain to lag, production would be 
hampered, and the level of consumption might even decline, unless purchasing 
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power, particularly that released by increasing efficiency, were so distributed and 
used that the effective demand of consumers was increased, and enough invest- 
ment was provided to finance needed plant renewal and expansion” (p. 12). Is it 
necessary to use this justification for studying selling prices, profits, wages, and 
material prices in an investigation of productivity? These will come in, naturally 
enough, when attention is paid to the factors associated with changes in produc- 
tivity. What we need at this stage is some elementary knowledge of the plain 
facts of these associations. The broader problem of “balanced distribution and use 
of income” is hardly one for the industrial approach. 

The fourth question posed relates to the social costs of industrial development: 
insecurity, industrial impairment of health, automatization of the job, and waste 
of natural resources. Study of individual industries can surely make a contribution 
to our knowledge of these costs. There is needed, for example, an adequate his- 
tery of the environment and life of our laboring population during their working 
hours. I am not sure, however, that there is any particular advantage in trying to 
study changes in social costs within the framework of a study of productive effi- 
ciency; but that is hardly a serious criticism. 

It should be clear by now that the important problems discussed by Davis range 
widely. Some of them may extend beyond the efficient reach of the industrial 
approach. Yet even if limited to the questions to which the industrial approach is 
most closely suited, the program offered for discussion is impressive in scope. 
Naturally, the Industrial Research Department itself can tackle only part of this 
program, as the brochure earlier mentioned reports. Other parts are being under- 
taken by other agencies. It is one of the merits of the program that it embraces 
and shows the interrelations among much of the work in this field by, the National 
Research Project, the Bureau of Labor Statistics, and the National Bureau of 
Economic Research. There is plenty to do and I am confident that Davis’ volume 
will stimulate the participation of some others. How the whole plan will develop, 
and whether it will be carried through to completion, depends upon experience 
with these beginnings. All economists and historians will look forward eagerly to 
the results. Since the development of research, like economic development, is a 
cumulative process, we may expect that these results will in turn arouse still 
others to direct their efforts (at least more pointedly than has been the case in the 
past) to the great problem of economic progress. 


New York University SoLoMoN FABRICANT 


Measuring Business Cycles. By Arthur F. Burns and Wesley C. Mitchell. 
[Studies in Business Cycles, Vol. II.] New York: National Bureau of Eco- 
nomic Research, 1946. Pp. xxvii, 560. $5.00. 


The procedures that the National Bureau has been applying in its analysis of 
1,227 statistical time series of economic phenomena in the United States, Great 
Britain, Germany, and France are here presented, preparatory to the synthesis 
of the results which is promised in a future volume. Each series is examined 
carefully and divided into periods of expansion and contraction. The experts 
who do this use almost objective-mechanical rules for marking the turning 
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points that divided the periods of contraction and of expansion, but they also 
look at the series with the aim of isolating such fluctuations as would fit in more 
or less with some conception of the rough length of general business cycles. 
Throughout the whole study, a cycle is treated as consisting of an expansion 
and a contraction. This was found to be more satisfactory than a previous 
division into periods of prosperity and of depression, and it runs somewhat 
counter to the current fashion of dividing the business cycle into four phases, 
expansion and contraction separated by phases of downturn and upturn. The 
fourfold division seems to be more suitable for explaining business cycles than 
for describing or measuring them. Changes in the direction of movement would 
seem to require a different kind of explanation from a continuing movement in 
the same direction. But perhaps there will be another change in the promised 
future work which is to synthesize the observations and the measurements and 
to explain the business cycle. 

From each statistical series that permits it, the specific cycles are marked off, 
after careful elimination of seasonal but not of secular movements, and these 
are then measured and charted. They have their essence extracted by averaging 
and by many other devices so that a large number of their characteristics can 
be compared in a remarkably ingenious series of charts. These abstract por- 
traits of the differing cycles which are typical of the different series permit the 
eye to observe their average duration, the average relation of the periods of 
expansion to the periods of contraction, and the average deviations from these 
averages, as well as the relative standings at eight specially chosen points in the 
cycle. These cyclical charts show the “personality” of each cycle and give the 
student a “feel” of the distinctive nature of each specific cycle type. 

There are then marked off “reference dates” at the points where it seems that 
there are turns in the economy as a whole from expansion to contraction or from 
contraction to expansion. Here there is much more scope for personal judgment 
in deciding where the points of turning should best be placed. The volume 
contains an excellent discussion of the difficulties, mainly statistical but partly 
psychological, in finding agreed points for these turns in economic activity as a 
whole. Finally there remains the task of comparing the pattern of each specific 
cycle with its “reference cycle.” This permits a vivid graphical comparison of 
the way in which each specific cycle moves in relation to the cyclical movements 
of economic activity as a whole. 

Throughout all this there is a carefulness and a guardedness so extreme as to 
appear almost pathological. No doubt some carefree and adventurous economic 
theorists have provided some justification for extreme carefulness, but there are 
times when it does seem to go too far. The detailed study of the specific 
cycles with their particular portraits and the careful study of their relations to 
the general business cycle remind one of nothing so much as of those volumes 
(of similar format) which show hundreds of pictures of dogs of different kinds 
entered in a dog show. The austerity of the conclusions, which often seem to 
be directed toward proving that there is such a thing as a business cycle, strikes 
one in the same way as a photographic catalogue of different kinds of dogs 
working toward the tentative conclusion that there is a presumption in favor 
of the hypothesis that there exists such an animal as a dog. 
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As one reads more and more of the volume its fascination grows. At every 
step challenging problems arise, and there is drama in the invention of ways of 
meeting them. It is not possible to mention more than a few of the more excit- 
ing ones. There is the problem of the elimination of seasonal elements without 
distorting the remaining figures. There is the problem of how to deal with 
secular movements, which is solved in a very ingenious fashion. Then there are 
the studies reported in the book, some theoretical and some empirical, of the 
effects of using quarterly or annual statistics where the preferred monthly statis- 
tics were not available, and the meticulous tracking down and the testing of 
the spurious cycles and deviations from cycles that can be traced to the inade- 
quacy of data. Similar studies are reported of the effects of using averages (to 
which several intensely interesting chapters are devoted), and finally there is 
an exciting examination in which many theories of long cycles are pretty effec- 
tively deflated. 

The very fascination of this kind of work is a danger. The institutional 
approach of the National Bureau of Economic Research (which cannot be 
divorced in anybody’s mind from the spirit of Wesley Mitchell, no matter how 
hard he tries to transfer his mantle to Arthur F. Burns) is justified in its 
criticism of those economic theorists who have become so fascinated with the 
game of developing abstract economic theory that they pay inadequate atten- 
tion to the applicability of these theories to the actual economic world around 
them. The institutionalists say, in their irritation, “We must collect the facts 
first, and then we will see what theory will emerge.” But it is hardly necessary 
any longer to point out that theories do not automatically “emerge” from the 
mere accumulation of facts, no matter how high they are heaped. As soon as 
any discernment is displayed in selecting the facts to be recorded—the whole 
interest of the book consists in the ingenuity displayed in separating the facts 
to be considered from the facts to be neglected—some theory or other must 
be the basis of the selection. The National Bureau did indeed begin with the 
intention of collecting all the available facts on business cycles before starting on 
theory, but it has moved a long way from the pure theory of having no theory, 
which distinguishes the pure institutionalists. The only visible result of the pro- 
gram of postponing theory until the facts have been completely analyzed is that 
the energy and creativeness that often go into the game of concocting theories 
and explanations are here devoted to the game of refining techniques of measure- 
ment. Like the overdevelopment of theory, the overdevelopment of measuring 
can become an end in itself, a sort of sport that can go on forever even though 
its helpfulness in handling real social-economic problems can diminish to 
insignificance. By diverting the scarce resources of keen intelligence and special- 
ized economic training or by diverting attention from the points where action is 
called for in the social interest, it can become negatively productive. 

Without a doubt, theoretical explanation not based on observation can never 
serve practical purposes, just as observation without theory can never serve to 
develop any practical policy. Science demands both observation and theorizing. 
The real problem is in the reasonable combination of the two, observation being 
used both as a basis for the development of possibly useful theories as well as 
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for testing them, and theories being used both in judging what facts to collect 
and in deriving explanations that enable us to deal with problems. 

The obviously pertinent theory which the National Bureau in this beautifully 
presented volume strictly and rigorously fails to test is that of effective demand. 
The hundreds of charts and tables prove beyond further doubt (if any such 
proof were necessary) that there is a consilience between the fluctuations in the 
different series much beyond what could conceivably be due to accident. There 
are good times and bad times; there are periods of general expansion and periods 
of general contraction in the economy. It does not seem to be too farfetched a 
hypothesis, or one for which there would be any difficulty in obtaining some 
pretty obvious evidence, that the various economic activities are undertaken in 
our society in response to actual or expected money demand for the product, 
and that the consilience between the different series is due to the fact that 
specific expenditures on particular products result from the same fluctuations 
in the general level of income. If this is so, the adoption by the government of a 
policy that would maintain money income for the economy as a whole would 
remove the consilient fluctuations which are measured in measuring business 
cycles. 

Of course this is only a theory. Although it seems to be supported by what we 
understand about the nature of the working of the individual units of our 
economy and also seems to fit in with what we know about the impact of one part 
of the economy on other parts of it, the theory might still be wrong. The scien- 
tific procedure at this point would be to test the theory by getting the govern- 
ment to undertake a fiscal and monetary policy that would stabilize aggregate 
income. There might remain specific cycles in particular industries but with- 
out the conformity between them they would not be part of any business cycle. 

Such a program would not fit in with the approach of the National Bureau 
because it would fail in the Bureau’s declared aim. It would not explain the 
business cycle. It would merely eliminate it. I am reminded of a parable I wrote 
about six years ago comparing our economic system with that great American 
instrument of analogy, the motorcar. In this parable the cars have no steering 
wheels and run on a road which is turned up at the edges so that, as a car 
approaches an edge, its front wheels are turned and it tends to go back onto the 
road. “You look around to see the piles of wrecks and burned out automobiles 
when the man in the car says ‘Impressive, isn’t it? But things are going to 
improve. Do you see those men marking and photographing the tracks of the 
car that preceded us? They are going to take those pictures into their labora- 
tories, and pictures of our tracks too, to analyse the cyclical characteristics of 
the curves, their degree of regularity, the average distance from turn to turn, 
the amplitude of their swings and so on. When they have come to an agree- 
ment on their true nature we may know if something can be done about it. 
At present they are disputing whether this cyclical movement is due to the type 
of road surface or to its shape or whether it is due to the length of the car or the 
kind of rubber in the tires, or the weather. Some of them think that it will be 
impossible to avoid the cycles unless we go back to the horse and buggy, but 
we can’t do that because we believe in Progress. Well, want a ride?’” (“The 
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Economic Steering Wheel,” University Review, Kansas City, Mo., June 1941.) 

I have wondered several times whether I should have published these lines 
into which a number of readers have read an unfair and rather malicious sneer 
at business-cycle theorists. But reading Measuring Business Cycles has made me 
feel that the implied sarcasm of the parable is somewhat justified. It still seems 
that the practical problem is the installation of a steering wheel. 


New School for Social Research, New York Assa P. LERNER 


California Business Cycles. By Frank L. Kidner. [Publications of the Bureau 
of Business and Economic Research.] Berkeley and Los Angeles: University 
of California Press, 1946. Pp. xiv, 131. $2.50. 


Mr. Kidner’s California Business Cycles undertakes to do both more and less 
than is indicated in the title. It does less because its chronological coverage is 
confined to the two decades between 1919 and 1939; and surely California must 
have experienced earlier business cycles as well, those extending back at least to 
the 1870’s. It does more because its object is also to investigate the relative stability 
of California’s economy compared with that of the country as a whole. Its pro- 
cedure is to make an extensive analytical comparison between California as a 
young and expanding economic region and the entire United States in order to 
determine and to demonstrate the differences of response to the phases both of 
expansion and contraction in the business cycle. From the latter standpoint, the 
record of the business cycles before 1919 might have been perhaps even more 
enlightening, provided the available statistical materials were adequate for the 
purposes of comparison. California was then, of course, still younger, and its con- 
trast with the older economy of the rest of the country might have emerged in 
more pronounced form than it actually appears in the postwar period. 

The period following World War I provides, moreover, if not an abnormal, 
certainly a somewhat less than normal sample of the operation of the business 
cycle, in so far as it obviously reflects the unusual conditions of a wartime expan- 
sion, followed by the inevitable postwar effects, both inflationary and deflationary. 
A more normal period, say the twenty years preceding 1914, might have helped 
to correct, or at least to tone down, the sharply accentuated outlines of the post- 
war business cycle. One may also wonder whether an economic region repre- 
senting a more advanced stage of development, such as New England, or the 
Middle Atlantic states, would not have reinforced or sharpened the search for 
the differences of response to the business cycle characteristic of old and new 
regions, since the United States is itself a composite of old and new regions, 
including California, which would tend to balance, if not cancel, each other. 

Within the limits of the premises and procedures Mr. Kidner has set for 
himself, however, this small volume constitutes a valuable contribution to the 
literature of the business cycle, executed with painstaking care and competence. 
A disciple of Wesley Mitchell, Mr. Kidner has employed the quantitative tech- 
niques developed under the auspices of the National Bureau of Economic 
Research, applying them to the special case of California with exhaustive thor- 
oughness. He has covered all aspects of California business, with particular 
emphasis on manufacturing, and the pages are crowded with an elaborate series 
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of tables and graphs. Presented in the common language of index numbers and 
cyclical curves, the special features peculiar to the economy of California tend 
often to be reduced to small fractional differences or to a scarcely perceptible 
change of gradient; undoubtedly they gain in mathematical accuracy what they 
may lose in colorfulness and individual character. 

The theme of this study is developed in logical and lucid order in a sequence 
of five chapters. Opening with a brief introductory outline of objectives, it 
provides in the second chapter a background sketch of the evolution and 
structure of California’s economy. It proceeds next to the central analysis of 
California business cycles during the years 1919-1939 in the third and fourth 
chapters, which depict their essential characteristics, phase by phase, with a 
wealth of statistical and graphical material. Especially noteworthy is the fourth 
chapter, which is devoted to the measurement of the amplitude of the cycles of 
expansion and contraction, by major industries, as well as by time series tracing 
various other business activities. Throughout the study, the equivalent indexes of 
business for the United States as a whole are presented as a basis for compari- 
son, with considerable attention to the theoretical analysis of the differences. 
The fifth and final chapter sums up the rather modest conclusions which appear 
to emerge from the mass of quantitative data. It is not surprising to discover 
that, despite significant differences of specialization and the greater rate of 
economic development during the postwar period, the response of California’s 
economy to the fluctuations of the business cycle was more like than unlike that 
of the country as a whole. The differences were primarily in the degree of 
change rather than in the direction of change. The amplitude of cyclical change 
was naturally somewhat smaller in the case of California, in view of the relative 
newness and the greater secular rate of its economic growth. But depression, 
especially during the 1930’s, was equally pervasive, and virtually in the same 
degree, in California as in the rest of the country, testifying to the increasing 
weight of the broad general forces that tend to produce nation-wide depression. 
The next decade or two, following the recent war, should offer further evidence 
of the rate and degree of assimilation of California to the national economy and 
its cyclical pulsations. 


Rensselaer Polytechnic Institute SAMUEL REZNECK 


A Study of History. By Arnold J. Toynbee. [Abridgment of Vols. I-VI by D. C. 
Somervell.] New York: Oxford University Press, 1947. Pp. 617. $5.00. 


Mr. Somervell has provided both a convenient summary of Arnold J. Toyn- 
bee’s main discussion and a careful digest of the principal arguments that govern 
it. As a result, the Study of History is being widely read and discussed where 
formerly only relatively few scholars could afford the expenditure of time and 
energy to follow the vast original. 

Even in condensation the work is awe-inspiring. Toynbee has undertaken 
nothing less than a survey of universal history, and has analyzed it according to 
a detailed scheme that purports to explain its dynamics. In an age of minute 
specialization where a monograph usually measures the temerity of a scholar, 
considerable courage is required to produce a work of such scope, and this alone 
commands respect. 
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As a philosophy of history it is inevitably controversial, and the true measure 
of its importance is to be found in its methodology and its ruling conceptions 
of structure. Its principal shortcomings do not consist in the occasionally care- 
less way in which factual materials are handled. Errors and misinterpretations 
of fact are not the most serious defect in a work of this kind. Whole phalanxes 
of specialists, each armed with the most precise detail, stand ready, at all times, 
to correct and amend such lapses. Since Toynbee is human and attempting an 
almost superhuman task, I think it not only courtesy but justice to grant him the 
burden of his frailties on this score. 

There can be no doubt that his work is slipshod in many respects. Even a casual 
reading will reveal many statements that are oversimplified, facile, parochial, 
prejudiced, or distorted. All references but one to Karl Marx involve, in some 
way, allusions to the fact that he was of Jewish descent, as though this were a 
talisman of peculiar potency in understanding his work. In summary form, some 
of Toynbee’s generalizations are astonishing. Consider the following assertion: 
“The historical link between sixteenth century Calvinism and twentieth century 
Communism is nineteenth century Liberalism.” The first example of “totali- 
tarianism” in modern history he finds in the American expulsion of the loyal- 
ists after the Revolutionary War. The same page cites in a footnote an earlier 
British example of the same phenomenon for which, he explains, “ 
there were, or were supposed to be, strategic reasons... .” 

These assertions, however, are incidental to his main argument, which may 
be briefly summarized as follows: the “intelligible units” of historical study are 
civilizations; the study of the history of nations, or of historical periods, is mis- 
leading and inconclusive. Twenty-six such civilizations are delineated, but Toyn- 
bee deals only with twenty-one; the other five are described as: “abortive” or 
“arrested.” These civilizations are held to be “philosophically contemporan- 
eous” members of one species of a genus, primitive societies comprising the 
other species. Civilizations arise as the result of a creative response to a stimu- 
lus (“challenge”). If the society is to grow, the successful response to the initial 
stimulus must in turn evoke other stimuli, and these still other responses. The 
period of growth is terminated when there is a failure of “self-determination” 
because of some blunder that results in an unsuccessful adaptation to a chal- 
lenge. This is the point of “breakdown.” The society may proceed to flourish 
economically beyond this point, to give vent to vigorous artistic expression, and 
to develop what would, in normal discourse, be considered humane and desirable 
features of social organization. But despite this, the society may be doomed. 
It has the alternatives of “petrifaction” or “disintegraticn” and the possibility 
of salvation through “palingenesia.” 

The pattern of decay is to be discerned in a “schism in the body social” into a 
“dominant minority” opposed to internal and external “proletariats.” A con- 
comitant “schism in the soul” appears when the former Weltanschauung is dis- 
carded. The tensions of the decadent society give rise to a search for solutions 
to its dilemma, but these are pitched to untenable archaistic or futuristic patterns 
and are futile. Palingenesia, which represents a special spiritual adaptation to 
the situation, is a possible successful road through the difficulty. It involves a 


reciprocal transfer of Christian “transfiguration” between the society and the 
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individual. This transfiguration is the cutcome of a detachment which does not 
result in final isolation from society but is a “withdrawal and return.” “The 
Christian religion . . . . proclaims a god who has voluntarily abandoned a 
detachment which it was clearly within His power to enjoy.” The outcome of 
such a process would be the birth of a new species of society. 

The life pattern of a civilization (here extremely simplified and inevitably 
distorted) is conditioned by the flow and control of power in the structure of 
its social organization. The civilization receives its initiation by a superbly suit- 
able response to a challenge that is intuitively perceived by a “creative minority.” 
The uncreative masses follow this leadership through “mimesis,” a superficial 
and mechanical imitation of the inspired originals. 

As long as the creative minority is able to elicit mimesis by dint of pursua- 
sion and continues to exercise successful adaptation, the society will grow. The 
failure of this leadership to retain its title to power by continued successful meet- 
ing of challanges will convert it to a “dominant minority” which attempts to 
retain its status in spite of its functional failure. Mimesis may then be compelled, 
or the dominant leaders may become infected with the mechanicalness of their 
followers. In either case, the society (civilization) is then on the road to “dis- 
integration.” 

From this extremely truncated summary it will be seen that Toynbee’s argu- 
ment depends on two elements: that there is, in fact, a valid category such as he 
describes by the term “civilizations,” and that a legitimate comparative study 
of civilizations may be made. 

I am unable to discover precisely what Toynbee means by the word “civiliza- 
tion.” The term is used interchangeably with what, in normal discourse, is indi- 
cated by the words society and culture. In addition, the term is used to suggest 
the whole process of development that is supposed to characterize it. 

The definition provided by Toynbee is that a civilization is an “intelligible 
field of study.” Pointing out that “no nation or national state can show a his- 
tory which is in itself self-explanatory,” he proceeds by a regression in time to 
discover a sufficiently comprehensive area of study. Using the history of Eng- 
land as an example, he evolves “an intelligible field of study” which he calls 
“Western Christendom.” This is a very equivocal solution of the problem of 
definition and depends entirely on the point in time, and the geographical 
location, of the observer entering on the regression. A tremendous methodological 
problem immediately appears as a consequence. 

Logically, the regression may continue infinitely. What point on it represents 
a legitimate halting place? Such a pause is admissible if the scholar proposing 
it makes clear that he considers all factors beyond his limit “insignificant” for 
the purposes of his study. But in so far as the civilizations under observation are 
not isolated and overlap others at some point in their development, the pause in 
the regression can have only a temporary and limited value. As a matter of 
fact, toward the latter part of his discussion Toynbee is led into this quandary 
and promises to take it up in subsequent volumes yet to be published. 

Civilizations are also functionally defined. The definition made along these 
lines is equally intangible. The basis of distinction is constructed on a contrast 
between civilizations and primitive societies. Civilizations are “dynamic,” primi- 
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tive societies “static.” But this distinction is found, in the course of discussion, 
to depend upon the presence of “creative personalities” in the “body social” of 
civilizations. These personalities receive the fiat of creativity from intuition, and 
the nexus that binds their creativity to the challenge to which it is applied is not 
stated. 

The definition of civilizations as “intelligible fields of study” by these means 
is, in effect, dependent upon a tautological statement concealed in circuitous, 
but circular, reasoning. The purported definitions, whether in terms of scale or 
of function, do not depend upon external referents, but upon the solution of a 
logical problem which, as yet, is still in the mind of the author, and upon an 
intuition which we cannot observe, test, or prove. 

The basis of comparability of the group of civilizations considered is held to 
lie in that they are all “philosophicaily contemporaneous.” In a splendid metaphor 
Toynbee portrays the galaxy of civilizations in the guise of climbers groping 
their way up the face of a mountain. On a ledge lie some torpid individuals, a 
precipice above them, another below. Some of the sleepers have been roused 
and can be discerned in various stages of their upward climb on the mountain 
face. 

The philosophical contemporaneity of the civilizations represents the unity of 
the challenge they have all attempted to meet. The metaphor conceals a teleology. 
It appears that there is some principle inherent in the course of events (history) 
which is its cause. Some absolute element, actuating a minority with a spark 
of creative intuition, unfolds itself in an immanent causality by means of the 
dialectical development, genesis-growth-breakdown-disintegration. 

The nature of causality here is bewildering to the historian who, if he uses 
such a troublesome concept at all, employs it to denote a before-and-after effect 
in a stream of historical time. But according to Toynbee’s discussion, time is 
relative to the life spans of the civilizations themselves; in other words, it is 
canceled out of the discussion altogether. The basis of his teleology is “poetic,” 
it is a universe of discourse which he lays down as a condition without which 
further discussion is impossible. The particular historical antecedents and con- 
sequents he assigns to civilizations and the intervening sequences between the 
two are meaningful only in terms of it. The data are inevitably subordinated to 
his grand conception of the universe. His study therefore is a long, metaphorical 
reverie amid the facts of history, the design of which is transcendent and com- 
pelling. The basis of criticism lies in philosophical grounds of belief, in his 
ontological criteria; the whole body of data that he deploys is quite subsidiary 
to his main argument. The data are neutral. 

This fact Toynbee himself hardly appreciates. His long and detailed argu- 
ment with Gibbon on what constitutes the proper cause of the breakdown of 
the Roman hegemony does not in the least depend upon any determination of 
facts. It resembles two men arguing with each other in different languages. It 
appears to me therefore that the criteria of judgment to be employed in evaluat- 
ing Toynbee’s arguments lie more in the province of the philosopher than of the 
historian or social scientist. 

If we apply to real societies his characterization of social organization in terms 
of a polarity of minority and proletariat, we will find that it is an unmanageable 
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concept, since there are numberless shadings between these two limits that are left 
out of account. The contempt for “the masses” as a “sluggish rear-guard,” the 
intelligentsia as a traitorous element in the society, and the general concentration 
on the maintenance of “control” by the group in power should be looked upon as 
metaphors rather than as morphological criteria. Similarly, if we take one of 
Toynbee’s concepts as a working tool of analysis, it proves equally unwieldy. 
Inasmuch as all the categories, all the relations posited by Toynbee, are part of a 
single seamless web, they must be taken all together or left alone. The modern 
historian, and especially the modern social scientist, for Toynbee is an incredible 
polymath, may profit from this work, professionally, only if it serves to give him 
impetus to erect syntheses of history that are not so vulnerable. 

The title of this work, its vigorous employment of a scholarly apparatus, and its 
heavily loaded historical detail should not disguise the fact that it is a tract 
designed to persuade its reader toward a particular world view. To regard it as 
primarily a historical work is misleading. It is not. It uses history as but one kind 
of metaphorical illustration to embellish its metaphysics. 


Yale University R. RicHarp Wout 


NATIONAL AND GENERAL VIEWS 


National Income: A Summary of Findings. By Simon Kuznets. New York: 
National Bureau of Economic Research, 1946. Pp. 144. $1.50. 


By his far-reaching and painstaking work in the National Bureau of Eco- 
nomic Research, Simon Kuznets has been the principal authority in the field of 
American national income for many years. During recent years the United 
States Department of Commerce, with its greater resources, has undertaken the 
calculation of annual and quarterly estimates of national income, which, for the 
sake of speed, often have to be of an approximate nature. Mr. Kuznets, mean- 
while, has devoted more attention to improving the precision of his figures, 
obtaining results comparable over a long period of years, and analyzing in full 
detail the contributions made by different industries and the shares taken by 
different factors of production. Moreover, his are the only substantial results 
in the important field of real income, after making allowance for the effect of 
price changes. (His recent National Product in War Time is a very brilliant 
analysis of the course of real income and real production under conditions that 
make statistical analysis extraordinarily difficult.) 

In this book the section “Long Term Changes 1869-1938” will be of principal 
interest to the economic historian. There was little scientific analysis of the trend 
of real national income in America until the courageous and comprehensive 
review made by W. I. King in 1915, which set out to obtain comparable data 
back to 1850. Since 1915 there has been another long hiatus in the researches 
until Mr. Kuznets reviewed and supplemented Mr. King’s figures and obtained 
true comparisons over the whole period 1869 to 1938. Real national income 
measured in dollars of 1929 purchasing power, per head of the population, rose 
from 215 in 1869-1878 to 612 in 1919-1928. In the following decade it receded 
because, although real product per head of those in work rose as rapidly as ever, 





232 Reviews of Books 





so large a proportion of the working population was then unemployed. Prior to 
1929 this showed a rate of growth high in comparison with European countries, 
though comparable rates of growth were shown by Sweden and Japan. 

Other interesting tables show the rapid decline in the proportion of the work- 
ing population engaged in agriculture, and of agriculture’s contribution to 
national income. It is not so generally realized that manufacture also has repre- 
sented a declining proportion of the working population since 1920. Perhaps one 
of the most interesting and novel sections of the study is that dealing with net 
capital formation, also converted throughout to 1929 prices, and the accumula- 
tion of “reproducible” wealth (that is, excluding land and minerals). Previous 
estimates of national wealth included large figures for land values, which are 
subject to serious fluctuation, and economists now prefer to measure accumula- 
tion exclusive of this item. 


Oueensland Bureau of Industry, Brisbane Cottn CLarK 


The Wealth of England from 1496 to 1760. By G. N. Clark. [The Home Uni- 
versity Library of Modern Knowledge.| London: Oxford University Press, 
1946. Pp. 208. 35. 6d. 


This excellent little book by the Regius Professor of Modern History in Cam- 
bridge University, editor of the The Oxford History of England, and formerly 
Chichele Professor of Economic History and Fellow of All Souls College, Oxford, 
is a model of historical compression. Tightly packed with significant facts and 
judgments, it clearly indicates both the extent and the limits of our reliable 
information about the modern economic history of Britain up to 1760. Drawing 
on his expert knowledge, Mr. Clark has set himself a difficult task of condensa- 
tion for the general reader while keeping in mind the historian who may 
already know the period well. The result is that, although there is necessarily 
much that is familiar, we are given in 190 pages dealing with nearly 300 years 
original historical writing in a genuine sense. 

The author has chosen four dates from which to make his surveys of the 
wealth of England: 1496, the year of Cabot’s expedition; 1572, when Drake first 
attacked Spanish harbors in America; 1662, after the price revolution had run 
its course, when Tangier and Bombay were acquired, and the Royal Society was 
founded; 1760, when the old empire was at its height and the Industrial Revolu- 
tion was accelerating its pace. Confining his study to the period 1496 to 1760, 
he has pointed up the extent of the industrial expansion which accompanied the 
commercial, price, and financial revolutions—an expansion that preceded the 
breakdown of Tudor principles of control and the era of laissez faire. The rela- 
tion of economic history to other aspects of history is constantly made apparent, 
and the economic development of England is put in its general European and 
overseas context. 

What emerges from Mr. Clark’s analysis is an England with some actual or 
potential advantages over its European competitors but not until the end of the 
period in a position of industrial leadership. Receiving from the Continent ideas 
for business organization and finance, as well as some technical inventions, 
skilled workers, and entrepreneurs, the British had themselves before 1760 been 
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making “cardinal inventions” in the use of steam and in smelting iron, in the 
textile industry, and in the production of sulphuric acid. They had set up in 
England, Wales, and Scotland a larger free-trade area than anywhere on the 
Continent, and they had, unlike any other European country, established a civil 
service that replaced the profit-making tax collector. In these and many other 
instances Mr. Clark presents the changes in economic thinking and practice 
from the time of Henry VII to the accession of George III, incidentally providing 
the historical background for the subsequent century and a half of British 
economic ascendancy. 

The errors which I have noted were two, and very minor. On the other hand, 
the pungent details, the succinct generalizations, and the judicious interpretations 
are innumerable. 


University of Rochester Wittson H. Coates 
On leave at Sarah Lawrence College 


La Route francaise. Son histoire. Sa fonction. Etude de géographie humaine. By 
Henri Cavaillés. Paris: Librairie Armand Colin, 1946. Pp. 399. 


This very interesting history of French roads from Paleolithic times to the 
present is by a member of the well-known school of human geography in France 
which has produced such leaders as Vidal La Blache, Albert Demangeon, and 
Raoul Blanchard. It is written in a graceful style by a scholar who has published; 
two earlier books on regional geography. The book is clearly based on years of 
sound research and shows a very considerable study of national and departmental 
archives and other sources, as well as of books. It is both pleasant and profitable 
to read, but it is valuable for its interpretations rather than for the novelty of its 
facts or the significance of its conclusions. 

In the eyes of an American economic historian the defects of this book are 
numerous. The bibliography is woefully inadequate, although the author frankly 
calls it a list of principal sources. There are many footnotes that will enable 
the reader to make his own bibliography if he wishes to and has the patience. 
There is the usual French charm of style, and there is also a love of citing 
statutes and administrative regulations as if they were more important than the 
economic or social facts with which they attempted to deal. An example of this 
is the emphatic statement in the Introduction that the edict of Louis XI establish- 
ing a postal service was a milestone in the history of French roads, while in the 
appropriate chapter M. Cavaillés shows conclusively that the authenticity of the 
edict is doubtful and that the actual reforms achieved by this or other nearly 
contemporary regulations were of minor importance. There are not many such 
cases in this book, but the reader should be warned to read carefully and 
cautiously. 

M. Cavaillés has tried to do too much. Both his factual material and his own 
training are inadequate for the task he has set himself. I know well how difficult 
it is to find evidence in French economic history and am grateful to the author 
for not making even greater use of legal regulations and technical details, as do 
so many French economists who are trained by a faculty of law. On the other 
hand, M. Cavaillés is neither an economist nor a historian. He could hardly have 
fulfilled his task without mastering both those disciplines. 
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Then, too, this book is excessively patriotic. It not only gives praise to French 
officials, engineers, manufacturers, and entrepreneurs where praise is due, as it 
frequently is, but it overdoes it by depreciating or ignoring the work of for- 
eigners. Thus, in discussing the invention and production of the automobile, the 
only foreigner mentioned as such is the late Henry Ford. In discussing the steam 
engine Watt is forgotten, and among the inventors of the locomotive Stephenson, 
Cugnot, and Séguin are mentioned, but not Trevithick. 

But although there is much to criticize I like the book and have read it with 
both pleasure and profit. I like the constant emphasis on the almost complete 
separation of local from national roads until recent times, with the inevitable 
neglect of the former. I appreciate the clarity with which the author shows the 
social consequences of the separation. M. Cavaillés also shows clearly that certain 
regions lacked local roads because villages would not co-operate, or because the 
terrain made construction difficult, or because suitable stone was lacking and 
could not be brought in at reasonable cost before the advent of the railroad. In 
short, M. Cavaillés demonstrates the influences of geography, which are impor- 
tant, and does not limit his explanation of the neglect of local roads to blaming 
the old monarchy for lack of interest in the welfare of the common people, or the 
Restoration for failing to find a satisfactory substitute for the corvée. Anyone who 
knows France well will enjoy this book, and it should not be ignored by 
economic historians. 


University of Michigan ArtHur L. DuNnHAM 


Readings in European Economic History. By Karl F. Helleiner. Toronto: Uni- 
versity of Toronto Press, 1946. Pp. ix, 437. $4.75. 


The compiler of this book of selections, designed to illustrate the course of 
economic history, can assert with confidence that he need not defend his choice 
of authors. Bloch, Power, Tawney, Unwin, Nef, Heckscher, Mantoux—it is an 
imposing list. Nor need he apologize for failure to cover the whole broad field 
of his subject, something impossible of accomplishment in the space allowed. He 
himself notes the omissions which he regrets: medieval industry and commerce, 
population, banking, transportation, colonies. It is significant that he does not 
name “capitalism” in this list; his interest is in the facts of the past rather than 
in the processes leading to the present. 

About two fifths of the book are given to agrarian history. Bloch’s chapter on 
the rise of dependent cultivation and seignorial institutions in The Cambridge 
Economic History describes the origin of the manor, Power’s chapter in The 
Cambridge Medieval History sketches peasant life and rural conditions in the 
closing centuries of the Middle Ages, and extracts from Tawney’s Agrarian 
Problem in the Sixteenth Century picture the new rural economy and the reaction 
of the agrarian changes on the peasantry. Some of this material is not easy “read- 
ing” and certainly requires a competent instructor for its elucidation; but it is 
all good. 

Unwin’s account of The Merchant Adventurers’ Company in the reign of 
Elizabeth, from his Studies in Economic History, illustrates the working of new 
forces in the transition to modern times; Heckscher’s “Mercantilism,” from the 
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Encyclopedia of the Social Sciences, is a welcome contribution, short but preg- 
nant; and extracts from the well-known works of Nef and Mantoux describe the 
industrial development leading to the establishment of the cotton factories. 

In the compiler’s Introduction of some forty pages, essaying a sketch of the 
whole course of development, a reviewer cannot resist the challenge set forth on 
page 37: “It is the undeniable fact that famine, except for periods of almost com- 
plete economic paralysis (as, for instance, in post-Revolutionary Russia, and, at 
the time of writing, in many war-stricken countries), has for a hundred years 
and more never been able again to raise its dreadful head in Europe.” Leaving 
Ireland aside, Yugoff counted three years of famine (with a strict definition of 
the term) in Russia in the period 1891-1911, two more 1918-1928; other authors 
would extend the list. Accounts in western journals of the famine of 1891 
reproduce (except for the lack of cannibalism) the most harrowing medieval 
features. 


Yale University Cuive Day 


Essays on Historiography. By James C. Malin. Lawrence, Kansas: James C. 
Malin, 1946. Pp. iv, 148. $2.50. 


The point of these essays on historiography might have been made more 
apparent to the reader if the author had stated his position in an introduction. 
His chief concern is perhaps suggested by a sentence standing by itself in the 
Preface: “The rising tide of totalitarianism carries with it a threat to freedom 
which calls for a renewed dedication to American traditions.” It is not, however, 
until the reader reaches the last sentence of the final essay that he is made clearly 
aware of what the author is arguing for: “Historical thinking,” it is here stated, 
“must be a continuing process, an open system free from the illusion of finality.” 

Mr. Malin sees in much recent historical writing a shift away from the position 
of free inquiry in the search for objective facts to a position where preconceived 
ends or value judgments are permitted to influence the direction of investigations 
and the nature of findings. Historians and social theorists, since the Great War 
of 1914-1918, have accepted the logic of the collectivist state. In the United States, 
for instance, the philosophy of the New Deal found justification in the view of 
Turner that the frontier came to an end in 1890 and that American society since 
then has been turned in on itself; German geopolitics drew support from 
Mackinder’s conception of limited world space. Scientists, with no recognition of 
the social implications of science, have turned to serve the ends of the collectivist 
state; historians have justified their preaching of the collectivist doctrine in terms 
of the frame-of-reference theory of history. Against these views, the author argues 
for the formulation of a more adequate historical methodology, one that 
would recognize the principle of certainty as the basis of historical investigation. 
The argument is summarized thus: 

“.... in written history, the historian deals with units of fact, simple com- 
binations of facts, combinations that become progressively more complex, and 
by successively broadening the horizon, he finds himself face to face ultimately 
with the problem of First Cause. He cannot repudiate certainty for the whole 
series without committing intellectual suicide. He must accept certainty, within 
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the limits of the principle of probability, for the units of fact at the one end of 
the series and carry certainty as far as possible throughout the series in the direc- 
tion of First Cause” (p. 166). 

Thus Malin would link history with philosophy and religion. History must be 
concerned with the life process of the total culture of man. Questions that cannot 
be answered through the ordinary methods of investigation are questions that 
nevertheless must be assumed to have an answer. Only by accepting such an 
attitude can the principle of freedom of inquiry be preserved. 

“The philosophical issue of the validity of knowledge is important to the 
problem of the freedom to know. In denying the validity of knowledge, the 
dogma of uncertainty strikes at the heart of his freedom, because it constitutes an 
abdication of the historic claim of right. If the principle is granted that knowledge 
as such possesses no validity, then the claim of freedom to know cannot be 
defended as a matter of right” (p. 136). 

With much that is said in these essays it is not difficult to agree. Mr. Malin 
rightly challenges some of the easy philosophical assumptions that have become 
so widely accepted in historical and scientific thinking in recent years. The book 
is a vigorous plea for a historical methodology based upon a firm philosophical 
foundation. When the author proceeds, however, to lay down certain fundamen- 
tal, apparently immutable, principles of freedom, individualism, and democracy, 
the reader is left with the disturbing feeling that what he is being offered is not 
a historical methodology but a philosophy of society. Mr. Malin does not like 
collectivism, or social planning, and this dislike underlies his attack upon the his- 
torical methodology that has grown out of collectivist thinking. 


University of Toronto S. D. Crark 


Bilan de l'économie francaise, 1919-1946. By Charles Bettleheim. Paris: Presses 
Universitaires de France, 1947. Pp. viii, 292. Fr. 360. 


Since the defeat of France in 1940, the French have earnestly sought to dis- 
cover those weaknesses in their nation that made the debacle possible. Econo- 
mists have concentrated their attention primarily upon France’s relatively second- 
ary economic position in the family of nations and upon the reasons for France’s 
lack of economic growth since 1913. In large measure, plans, like the Monnet 
Plan, for France’s reconversion and resurgence have been based on the findings 
of such studies. 

The most comprehensive effort at presenting a synthesis of these investigations 
is undoubtedly that made by Charles Bettleheim. In his “balance sheet of French 
economy” he covers the entire economic spectrum from demography to rate of 
investment. He contends that France’s national income failed to grow after 1913 
and attributes this relatively static condition primarily to the lack of raw mate- 
rials, especially coal, nonferrous metals, and fiber, to a low amount of mechanized 
power per worker, to antiquated machinery and organization, to the existence 
of monopolistic enterprises, to a slow rate of investment, and to a political policy 
of excessive protectionism. In his opinion, a country like France, which has to 
import large quantities of raw materials, must develop a superior technological 
organization in order to be able to export to the world market finished goods and 
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services. This France has failed to do; and this failure is at the root of her 
economic troubles. 

In Bettleheim’s description and analysis of France’s economy many of the 
patent weaknesses of French economic studies become at once apparent. Most 
disconcerting of all, perhaps, is the obvious lack of trustworthy statistical data. 
For example, the international comparison of the occupational distribution of the 
population is placed in question because of the inclusion of women living on 
farms in the figures for agricultural workers; banks change the basis for their 
returns so frequently that rates of investment are difficult to determine; and 
France does not have a good time series of national-income statistics. But almost 
equally disturbing is Bettleheim’s castigation of the monopolies and their prac- 
tices without giving, at least in the text, any adequate supporting evidence. 


Columbia University SHEPARD B. CLoucH 


Colony to Nation: A History of Canada. By Arthur R. M. Lower. New York: 
Longmans, Green and Company, 1946. Pp. xiii, 600. $5.50. 


The greatly enhanced importance of Canada as a factor in the world com- 
munity makes it necessary that Canadians, and their world neighbors, have a 
much better understanding of their country and its imponderables, which are 
probably more clearly revealed, as this excellent work illustrates, by sound his- 
torical analysis than by any other single method. Happily the necessary back- 
ground of research and analysis has been laid with the tremendous growth in 
Canadian studies in the past thirty years. What was needed now was competent 
integration of the parts into a connected whole and this Mr. Lower has done 
admirably. Incidentally, the fact that most of the preliminary spadework, as well 
as the syntheses, has been done by Canadians, with objectivity, breadth, and 
balance, is another testimony that Canada has completed the transition from 
colony to nation. 

Arthur Lower is well-fitted to write this integrated history. He has already 
made distinguished contributions to Canadian historiography in his studies in 
the Canadian timber trade and, with Harold A. Innis, in Documents Illustrative 
of Canadian Economic History, as well as in many articles of research and inter- 
pretation. He has explored the populated sections of Canada from coast to coast 
studying at firsthand the problems of the adaptation of the peoples to their 
environment and to one another, with enough travel and study in other lands, 
old and new, to view his subject in perspective. The result is a really distin- 
guished historical synthesis of the varied forces and factors that have entered into 
the development of the Canadian nation. Each chapter is a richly reflective essay 
on its theme, and his wide frame of reference and vigor of thought and expres- 
sion impart fresh and lively interest to every page. In short, this is much more 
than a textbook, though the clear line maps, the excellent graphs and charts, and 
the useful chronology which follows each chapter make it as highly suitable for 
student uses as it is for the interested general reader who wishes to understand 
the conflicts of forces and traditions that have shaped the life of the Canadian 
people. A selected bibliography would have been valuable, though this lack is 
in part supplied by footnote reference to many monographic and biographic 
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works. The book is intended primarily for Canadians, but this fact should make 
it still more interesting and valuable for American readers. 

Mr. Lower offers the observation, which is unfortunately all too true, that 
“few people read history, and fewer still read any Canadian history.” This most 
stimulating history of Canada thus far to come from the presses should effect 
some reform. 


Tufts College Ausert H. Imiau 


TRADE AND EMPIRE 


The Spanish Empire in America. By C. H. Haring. New York: Oxford Uni- 
versity Press, 1947. Pp. viii, 338. $5.00. 


In the past half century a large part of the best writing on the history of 
Latin America has been done by United States historians. Most of their books, 
however, have belonged to one of the two extreme types: on the one hand, the 
monograph; on the other, the textbook or essay. The intermediate type—the 
synthetic work dealing with a relatively long period and broad area, and yet 
measuring up to the highest standards of scholarship—has been rare indeed, 
particularly in the past generation. Anyone who doubts this statement can satisfy 
himself of its accuracy by running his eye down the bibliographies of the Cali- 
fornia triumvirate of Bolton, Chapman, and Priestley, who until a few years ago 
headed what was by common consent the leading school of Latin-American his- 
tory in this country. 

One of the all-too-rare works of this intermediate type has now been given 
us by C. H. Haring. His book is an institutional history of Spanish America 
in the colonial period. To be more exact, it covers the history of political, 
economic, religious, social, and cultural institutions in an area now comprising 
eighteen independent states and in a period of more than three centuries, from 
the discovery in 1492 to the beginning of the wars of independence in the early 
nineteenth century. This is a large order, but it is precisely the kind that needed 
to be filled. The time had come to plot the positions achieved by a host of 
pioneers in their effort to penetrate the jungle of colonial Spanish American 
history, so that the next lines of advance might be planned intelligently. 

This task has been performed by a master hand, and the results are admir- 
able. In his engagingly modest Introduction Mr. Haring states that this volume 
“does not pretend to be definitive.” The reasons he gives for his disclaimer (such 
as the lack of adequate preparatory studies in a large part of the field) are quite 
convincing; but the disclaimer was hardly necessary. No historical work ever 
was, or, if we know our historians, ever will be, definitive. Indeed, the chief 
value of this book consists precisely in the fact that, far from being definitive, 
it is an exceptionally able progress report which tells us where we are, and 
which will be immensely helpful to us in deciding where we should go from 
here. Of the many hints and suggestions of this nature which I drew from the 
volume, one of the most important indicates the need for systematic, co-operative 
planning of research, not only among scholars in this country, but also between 
them and scholars in Latin America. Another, which should be pondered by 
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foundations and councils interested in promoting Latin-American studies, points 
to the desirability of fostering research in the large areas at the core of history 
that still remain unexplored, rather than in the peripheral subjects for which 
such bodies sometimes show a predeliction reminiscent of the exploitative 
pioneering of our ancestors. 

The chapters in Mr. Haring’s book that are most likely to interest readers 
of this Journat are the six, constituting about one third of the text, that deal 
with “Race and Environment” and “The Royal Exchequer” (two chapters each) 
and “Agriculture and Industry” and “The Spanish Commercial System” (one 
chapter each). Here as elsewhere the treatment is descriptive rather than genetic 
(or “narrative,” to use the author’s term), but the latter approach is by no means 
neglected; and while the organization is predominantly topical, a sense of pro- 
gression in time through the three centuries of the colonial period is created 
by the opening and closing chapters, which deal respectively with “The Begin- 
nings of Royal Government in America” and “The Last Phase.” In many parts 
of the book, particularly those that relate to commerce and finance, the author 
built upon the solid foundation of his own notable study, Trade and Navigation 
between Spain and the Indies in the Time of the Hapsburgs (1918). Through- 
out, he has made excellent use of recent studies, including some published as 
late as 1945. 

The presentation is crystal clear and only one of the few exceptions noted in 
questions of judgment seems important enough to deserve mention here. This is 
the author’s failure to bring the problem of imperial defense to a focus until 
the later half of the eighteenth century. The problem certainly became more 
pressing then, but it existed from the early sixteenth century and, as Mr. Haring 
himself has shown in isolated instances, it strongly influenced institutional 
development. The major shortcomings of the book, which are noticeable in the 
economic as well as other fields, are due to the lack of adequate preparatory 
studies. The urgent need for such studies is illustrated by the case of land tenure. 
The great importance of this factor is recognized (p. 258) and the unfortunate 
effect of the “engrossing of much of the best land by the Church” (p. 190) is 
mentioned; but when it comes to determining just how much land was con- 
trolled by the church the author is forced to fall back on the early nineteenth- 
century estimates of Humboldt and Alamd4n for Mexico, and gives no figures 
at all for the other colonies. 

The reader is frequently reminded of the world setting in which the develop- 
ment of Spanish America took place; there are several illuminating compari- 
sons with developments in English America. And while the volume is emphati- 
cally not oriented toward present-day conditions, it provides the thoughtful 
reader with a great deal of unobtrusive aid in understanding them. 

Whether for the college student, the incipient Doctor of Philosophy, or the 
teacher who is guiding their studies or planning his own research, this book is 
invaluable. It is the culmination of a distinguished career, and will stand as one 
of the principal achievements of Latin-American historical scholarship in the 
present generation. 


University of Pennsylvania ArtHur P. WHITAKER 
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Great Britain in the World Economy. By Alfred Edward Kahn. New York: 
Columbia University Press, 1946. Pp. 314. $4.00. 


The core of Mr. Kahn’s substantial book is an analysis of changes in the 
British economy from 1919 to 1939. It seeks to assess change in the British 
“economic position,” that is, in the material welfare of the British people and in 
their participation in world economic processes. This task is approached pri- 
marily in terms of items entering into the balance of international payments and 
from the standpoint of a novel and not very clearly formulated “organic” theory 
of international equilibrium. The theory at all events entails extensive examina- 
tion of long- and short-run trends of production, distribution, consumption, and 
investment, both within and without the British Isles. It is a dynamic theory, 
which the author regards, not as proved, but as partially illustrated by his case 


study. 
Mr. Kahn’s general position is that “the major real determinants of Great 
Britain’s changing position in the world economy . . . . were autonomous 


forces largely independent of and beyond control of British policy” (p. 125). 
In broadest perspective these include, as compared with the nineteenth cen- 
tury, (1) a halt in the development of new areas and new markets; (2) a decline 
in differential national advantages in consequence of advances in and the spread 
of technology; and (3) a tendency for rising incomes throughout the world to 
be spent increasingly upon services and other goods of local character. Some of 
these long-run influences had affected the British position before 1919. After that 
date a relative decline in the British staple export trades (cotton, coal, iron, etc.) 
became absolute. There was also a decline in world demand for British capital, 
imperfectly concealed by the foreign-loan boom of the twenties. 

It is not as generally realized as it should be that the consequent strains upon 
British economy did not entail a decline in the real income or living standards of 
the British people. In fact, the latter rose fairly steadily in spite of the serious 
unemployment centering in the export trades. One important factor stressed by 
Mr. Kahn was the improvement in barter terms of trade. World agricultural 
depression meant that a given amount of British labor could buy more agri- 
cultural products in the world market. For the rest, there was a decline in 
British saving, partly assisted by taxation to pay the dole, which tended to main- 
tain purchasing power. There was also a marked increase in the productivity 
of labor, partly the statistical counterpart of unemployment, partly the effect 
of a shift in productive resources to new home industries, such as electrical 
goods, rayon, housing, for which the maintenance of purchasing power at the 
expense of saving was favorable. “In each case,” argues Mr. Kahn, “the factor 
bringing a deterioration in Britain’s current balance of payments, with conse- 
quent deflationary effect on British incomes, was at the same time tending 
automatically to effect an adjustment in the domestic economy, thus providing 
the means as well as the necessity for a shift of productive factors from the 
supply of foreign needs to the supply of domestic needs” (p. 261). 

If I understand Mr. Kahn correctly, he holds that these processes of readjust- 
ment were only secondarily affected by British policy. They were somewhat 
disturbed by the “overvaluation” of the pound in 1925 but assisted by abandon- 
ment of the gold standard in 1931 and by the Exchange Equalization Account. 
They were impaired by the encouragement given to “industrial self-government,” 








Trade and Empire 241 





which protected inefficient firms and industries; and by imperial preference, 
which brought a trend to bilateralism in foreign trade as a not clearly intended 
consequence. Mr. Kahn holds that the readjustments achieved could not have 
become permanent without reversal of the less favorable policies so as to pro- 
mote elimination of inefficient units at home and to strengthen multilateral 
components in foreign trade. 

All of this could be, and most of it has been, set forth elsewhere simply and 
directly. Mr. Kahn comes closest to doing so in Chapter 14, “The British Economy 
in Transition,’ with which the lay reader is advised to start. Other sections are 
of special interest. The summaries of home industrial trends (chaps. 5-7) are 
highly useful. There is careful analysis of shifting geographical patterns of 
British foreign trade (chaps. 11-13), in which there is a suggestive interpretation 
of the way bilateral transactions intermeshed with multilateral trade. There is a 
valuable attempt to construct a complete statement of the British annual balances 
of payments for the period. Mr. Kahn’s emphasis throughout upon demand and 
supply items rather than monetary factors doubtless reflects the current shift 
in what is of concern to the economists. 

The book is not, however, as its jacket cover claims, “pleasant to read” and it 
does require “a professional’s knowledge of economics” to be read to advan- 
tage. Its organization entails a good deal of repetitiousness, both factual and 
theoretical. In diction and sentence structure there is far too much recourse to 
cryptic phrasing suitable, if at all, only for balance-of-payments specialists. 

Whatever their heuristic usefulness, Mr. Kahn’s conceptual tools do not aid 
his exposition. It is one aspect of his theory that cyclical movements of all sorts 
must be taken into account. But he does not handle his material so that either 
cyclical facts or their implications clearly emerge. Mr. Kahn announces two 
criteria of economic good, whose close relationship he assumes: material welfare 
of the people and “equilibrium.” For the latter he attempts an operational defini- 
tion in terms of concrete balance of-payments items (p. 9). His theory and his 
organization of material compel frequent return to this concept. But the reader 
who finds Chapter 12 headed “The Pattern in Equilibrium: 1929” and on page 
177 is informed that “the years 1925-31 were years of constraint and pressure 
and of unresolved disequilibrium” is likely to become impatient. He may well 
go further and question the wisdom of trying to use “equilibrium” as a norma- 
tive concept at all. Mr. Kahn’s materials abundantly illustrate the functional 
interdependence of balance-sheet items. Is historical analysis clarified by stipulat- 
ing anything more? 

In short, a valuable piece of research, full of historical contentions that are 
for the most part sound and important, has not been presented in the way it 
deserves. 


Wellesley College Letanp H. Jenks 


The World and Africa: An Inquiry into the Part which Africa Has Played in 
World History. By W. E. Burghardt DuBois. New York: The Viking Press, 
1947. Pp. xii, 276. $3.00. 

This latest product of Mr. DuBois’ research has a purpose that is frankly 
avowed: to show “that black Africans are men in the same sense as white Euro- 
pean [sic] and yellow Asiatics.” His book is “not so much a history of the 
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Negroid peoples as a statement of their integral role in human history from 
prehistoric to modern times.” Mr. DuBois hereby renders not only valuable 
service to the cause of the Negro peoples, but also, more important, to the cause 
of historical writing. This is a scholarly and timely book. 

Mr. DuBois’ summarization of the extensive research into the ancient history 
of Africa will come as a revelation to the ordinary citizen as well as to the 
average student, who has been sedulously indoctrinated with the idea that Africa 
is a continent without a history. Mr. DuBois deals effectively with this mis- 
chievous and willful distortion of the historical record. His thesis is that it was 
the Negro slave trade in the sixteenth, seventeenth, and eighteenth centuries that 
demoralized African civilization and left it a prey to the modern imperialism 
that began in the last quarter of the nineteenth century. The thesis is familiar, 
but Mr. DuBois has the art of making it look new. His greatest service, how- 
ever, is the legitimate emphasis he places on the later ideological rationalization 
of the slave trade. “Africa and the Negro have been read almost out of the 
bounds of humanity . . . . Africa was no integral part of the world because 
the world which raped it had to pretend that it had not harmed a man but a 
thing” (p. 80). 

The medieval civilizations of Ghana, Melle, Songhay, and Ethiopia reached 
the peak of primitive civilizations. The people of Africa were able to develop 
these civilizations to a point fully comparable, in so far as great historical 
phenomena can be compared, to similar civilizations in other parts of the world. 
That has been incontestably established by previous writers, and now by Mr. 
DuBois, and one may express the hope that the long and patient researches of 
Leo Hansberry of Howard University—on whom Mr. DuBois, by his own 
admission, leans so heavily—will soon appear to throw fresh and stronger light 
on this phase of world history. The great question, therefore, is that if today 
the African people, taken on an international scale, show a certain backwardness, 
the cause is entirely due to the malevolent influence of Western civilization and 
not to any innate backwardness of Negroes. In my opinion, this is not a ques- 
tion of placing historical blame or giving historical praise. It is a question of 
helping to cleanse the minds of the modern world concerning the realities of one 
of the great modern problems—that of African development. 

Mr. DuBois does not indicate the economic drives which clearly differentiate 
the relations of European civilization to Africa at different periods. These drives 
can be distinguished as follows: (1) the dawn of capitalism, when the first 
contacts with Africa were made and relations were harmonious; (2) the capi- 
talistic period, which demanded slaves for the purpose of primitive accumulation; 
(3) the period after abolition of the slave system by Britain and France, when 
Africa was of little interest to Europe; (4) the second burst of imperialism, with 
its export of capital, scramble for spheres of influence, international tension and 
war. These drives are clearly indicated, for example, in Parker T. Moon’s well- 
known Imperialism and World Politics. 

In regard to later developments in Africa, the reader will have to look else- 
where. Mr. DuBois recapitulates the Pan-African movement of the second decade 
of the century, with its demand for a section of the League of Nations to study 
Negro or colonial problems. The African struggle today has gone far beyond 
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these terms. Mr. DuBois quotes a “striking protest” in 1920 against British rule 
in West Africa, which involved the reorganization of the colonial legislatures 
to include an equal number of nominated and elected members. Today in 
Nigeria, however, Azikiwe leads a powerful nationalist movement against a new 
constitution granted by the Colonial Office and in favor of immediate self- 
government; so strong is the movement that Azikiwe and his followers swept 
the field in the elections in Lagos and are now boycotting the legislature. 

Africa’s past history has never been more brilliantly or clearly stated in a book 
of comparable size. A similar service has yet to be done in terms of Africa’s future 
role in the economy and culture of our one world. 


Howard University Eric WILLIAMS 


India in World Politics. By Lanka Sundaram. Delhi: Sultan Chand and Com- 
pany, 1944. Pp. 285. Rs. 10/8. 


India’s Armies and Their Costs. By Lanka Sundaram. Bombay: Avanti Praka- 
shan, 1946. Pp. 256. Rs. ro. 


The East India Company: 1784-1834. By C. H. Philips. [Publications of the 
University of Manchester No. 270, Historical Series No. 77.] Manchester: The 
University Press, 1940. Pp. 353. 20s. 


India in World Politics is a collection of essays which Lanka Sundaram, 
editor of the Delhi weekly, Commerce and Industry, selected from his previous 
studies and put together in 1944 in the hope that it would help influence the 
future Peace Conference toward a better understanding of India’s place in the 
world scene. The standpoint throughout is that of militant middle-class national- 
ism determined to secure for India her rightful role among the Great Powers. 
Mr. Sundaram dwells heavily upon the fact that the unique complexities of 
India’s dependent status within the British Empire have made her an “anomaly 
among anomalies” in international relations. This theme is illustrated by detailed 
references to the activities of the government of India at the League of Nations 
and the International Labour Organization, the place of India in the British 
system of imperial preference, and the problems of Indian labor and business 
interests overseas. For the future Mr. Sundaram holds that “political freedom 
. . . . does not have any meaning at all if it were not accompanied by eco- 
nomic freedom” and warns that the “acid test” of Indo-British trade relations 
will be India’s right to full control over existing British investments and interests 
in India. 

Mr. Sundaram writes for readers fully familiar with the intricacies of India’s 
politics, both domestic and foreign. The best popular introduction to the inter- 
national outlook of the Indian National Congress—an outlook in large part 
shared by Mr. Sundaram—is still to be found in the works of Jawaharlal Nehru. 

In India’s Armies and Their Costs Mr. Sundaram furnishes an extended 
analysis of the economic consequences of the military expenditures borne by 
India as a result of her subject status. He argues that the military forces main- 
tained by the British in India have been imperial in character and have served 
no intrinsic Indian purposes. A corollary thesis is that the costs of maintaining 








244 Reviews of Books 





this “mercenary army” of occupation have been so unconscionably burdensome as 
to drain India’s fiscal resources and to leave insufficient funds for the most ele- 
mentary governmental functions. 

The East India Company: 1784-1834 supplies fresh data toward the under- 
standing of the early history of British rule in India. The book is concerned 
primarily with the complex structure of authority in London which reviewed 
and directed the field operations of British administrators. Mr. Philips brings 
out the central importance to this “home government” of the pressures exerted 
on it and within it by the leading East India interests in England. These latter 
were divided into two main groups: the banking, shipping, and commercial 
interests of the City of London, and the “Indian interest” composed of retired 
British officials who obtained sure dividends from their investments in East 
India Company stock and jockeyed for control of the company’s lucrative 
patronage. Mr. Philips’ minute and detailed description of the operation of these 
interests contains much important material. Historians are permanently indebted 
to him for the series of invaluable appendixes in which he identifies the indi- 
viduals who made up the various East India interests. Directors of the East India 
Company, officials of the (Parliamentary) Board of Control, and Members of 
Parliament are listed according to the particular interest with which they were 
associated. It is to be regretted that Mr. Philips treats his categories as though 
they were mutually exclusive; some suggestive remarks about the overlapping of 
the various interests are made by H. J. Habakkuk in Volume II of the Cambridge 
History of the British Empire. 


The Johns Hopkins University Danie, THORNER 


Yankee Ships in China Seas: Adventures of Pioneer Americans in the Troubled 
Far East. By Daniel Henderson. New York: Hastings House, 1946. Pp. xiv, 
274. $3.00. 

Although much has been written about the old China trade, a good deal 
remains to be done. We need careful studies of the financial organization behind 
the clipper ships. We need detailed descriptions and analyses of the tea trade 
and coolie traffic. We need business histories of such firms as Russell and Com- 
pany, and biographical treatment of the leading merchants. We need works that 
show the relation between American diplomacy and American economic enter- 
prise. And we need an over-all treatment of the China trade, based on painstak- 
ing research and thorough consideration of related subjects. 

Yankee Ships in China Seas does not fill any of these needs. As the Fore- 
word states, Mr. Henderson has done “patient research.” He has gone through 
most of the standard works and has dipped into a few manuscript collections. 
But his book adds little to what interested readers already know. He describes 
but does not analyze, and the episodes covered are not worked together into a 
coherent whole. The relation between trade and diplomacy is not very carefully 
considered in the diplomatic section (“Book Two”). And at the end the author 
skips from the 1890’s to the 1920’s to give a brief and not very satisfactory state- 
ment about the Air Age and the new Yankee clippers. 

For all its shortcomings, the book does have some value, as a popular account 
of American trade with eastern Asia from the sailing of the Empress of China 
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in 1784 to the fall of the House of Russell in 1891. The illustrations are good, 
and the text is written in a brisk, interesting fashion. It is more informative than 
many of the volumes now being slapped together on Far Eastern subjects, and it 
shows one aspect of the background of American interests in China, an area of 
much importance to us today. 


University of Wisconsin Frep Harvey HarrincTon 


Greater America: Essays in Honor of Herbert Eugene Bolton. Berkeley and Los 
Angeles: University of California Press, 1945. Pp. ix, 723. $6.00. 


The collection of essays included in Greater America was written with the 
same purpose as that behind the publication of New Spain and the West, in 
honor of Professor Herbert Eugene Bolton. Both are of the same type and have 
much the same scope. 

Despite its title and a statement in the Preface that subjects in Greater 
America range “geographically from Patagonia to Alaska, and chronologically 
from the age of discovery to the twentieth century,” two thirds of the essays con- 
cern that part of the hemisphere south of the United States and are chrono- 
logically within the Hispano-American colonial period. Most of the remainder 
deal with western United States. This emphasis is in no way inappropriate, 
however, for a glance at the list of Mr. Bolton’s own works (which is included 
in the volume) reveals that his own major interests fall within the same range 
in time and space. Beyond the natural unity indicated above there is no attempt 
to make the volume a connected whole; the essays themselves are abridgments of 
longer monographs, most of which were probably doctoral dissertations. 

For obvious reasons, Greater America shows some variation in style of writing 
and excellence of treatment in each of the twenty-seven essays it includes, but a 
good job of editing has reduced such differences to a minimum. Many of the 
essays, even though excellently done, are of a nature that makes them of par- 
ticular value only to specialists in their particular fields. A half dozen are con- 
cerned with the work of the Jesuit order in New Spain, with certain of these 
biographical in character. A fair number of the studies are of interest to the 
economic historian. A good description of colonial mining methods and prob- 
lems is given in Gwendolyn Ballantine Cobb’s “Potosi, a Mining Frontier,” with 
its treatment of the history of the great Bolivian silver mine. “Silk Culture in 
Colonial Mexico,” by Woodrow Wilson Borah, describes one of the more unique 
industries of the colonial period, and reveals that this industry was killed not by 
mercantile edicts of the Spanish home government but rather by a labor shortage 
as the Indian population declined and by the competition of more abundant and 
cheaper Chinese silks. Two essays—“New England Traders in Spanish and Mexi- 
can California” and “Larkin, Anglo-American Businessman in Mexican Cali- 
fornia”—describe economic conditions in California during the period of Mexican 
control. Another relates the development of steamship lines (“Mail Steamers Link 
the Americas, 1840-1890,” by John Haskell Kemble), and one by Lewis Burt 
Lesley describes the effort to establish a southern transcontinental railroad 
terminus at San Diego, California. The social historian will find the essays 
entitled “Educational Foundations of the Jesuits in Colonial Hispanic America,” 
“Riots in Seventeenth-Century Mexico City,” “Negro Slavery in New Granada,” 
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and “An Indian Removal Policy in Spanish Louisiana” applicable to his field, 
while those interested in diplomacy will find Charles Nowell’s excellent study 
of the Treaty of Tordesillas and Donald Curtis Davidson’s essay on the 
“Alaskan-Canadian Boundary” of value. Other essays which need not be men- 
tioned individually are concerned with colonization, exploration, and frontier 
development. Maps illustrate several of the studies, and an index is included. 

A feature of the volume worthy of mention is the attention given to bibliogra- 
phical data. Each essay has its own bibliographical note, and in addition to the 
list of Mr. Bolton’s writings noted above there is a section that contains a list of 
the historical writings of practically all his former students. Together these lists 
make up a quite respectable working bibliography for the student who wishes to 
enter upon a study of “Greater America.” 


University of Southern California Donatp RowLanpD 


The Evolution of the Netherlands Indies Economy. By J. H. Boeke. New York: 
Netherlands and Netherlands Indies Council, Institute of Pacific Relations, 
1946. Pp. x, 180. Cloth, $2.50; paper, $2.00. 


Although this book was published in 1946, it is altogether concerned with the 
prewar Netherlands East Indies. Only occasional references to the war are found. 
To readers who are eager for an account of the Netherlands East Indies after 
the war by so distinguished an authority as J. H. Boeke this book may therefore 
be disappointing. Yet there are at least three clear reasons why most serious 
students will find it as valuable as the author’s earlier study of me Structure of 
Netherlands Indian Economy published in 1942. 

This is the first significant account available to the American reader of the 
radical economic transformation which took place in the Netherlands East 
Indies in the decade preceding the war. The crippling effect of the depression 
upon a society that must export or die forced a dramatic abandonment by the 
Netherlands government of its traditional role as the passive agent of private 
capital. Even in a world that was retreating from laissez faire, the rapid and 
extensive development of government initiative and regulation in Indonesia was 
remarkable. 

The author could hardly have known when he began writing that he was 
writing the obituary of an epoch. It may well be that the last decade of Nether- 
lands colonial effort will in fuller perspective seem to be among the best. If 
ingenuity, flexibility, hard thinking, and. harder work are any justification for 
the imperial relationship, the Dutch wrote their best testimonial just before their 
colonial regime collapsed. No eighteenth-century torpor or neglect can be written 
into the record of the twentieth century. 

There is a third reason why this book will attract unusual attention, especially 
in Indonesia. In the new economic life of the Indies the role of government must 
inevitably be even greater than it was before the war. Mr. Boeke’s analysis will 
be required reading even for a wholly native government. He frankly accepts the 
case for greater governmental authority on behalf of native interests as against 
private Western enterprise. Before the war he envisaged a sort of constructive 
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partnership between the social objectives of government and the self-interest of 
capital. But he rejects the assumption that government—even the rich metro- 
politan Netherlands government of 1939—can effectively take over the total func- 
tions of private capital and private enterprise. A fortiori, a predominantly native 
government is certain, in his judgment, to lack the capital, the scientific resources, 
and the technological and managerial personnel necessary in order to maintain 
and develop Indonesian economy in a competitive world market. His argument 
for more Western capital, science, and skills than ever before is cogent. 

Those who feel that it is no longer possible to make any substantial case for 
Western capital in backward areas will dismiss a great deal of this book as special 
pleading for continued Netherlands domination in Indonesia. But by their objec- 
tion they assume a responsibility for explaining how a society that is poor in 
domestic capital is going to acquire the following qualities: a firm capital founda- 
tion capable of resisting the vagaries of world prices; prompt and efficient access 
to the best resources of modern science; and a great readiness to apply technical 
improvements, rational procedures, and strict business methods to the task of 
maintaining a profitable relationship with the world market. 


Cornell University C. W. ve KrewieT 


Welfare and Planning in the West Indies. By 'T. S. Simey. Oxford: Clarendon 
Press, 1947. Pp. xi, 267. $4.75. 


The purpose of T. S. Simey’s book is to investigate the “nature and operation 
of the social forces which have shaped West Indian society and caused so unhappy 
a gulf to yawn between governments and the governed.” Through an examina- 
tion of the origins, structures, and economic organization of West Indian society, 
the author concludes that what is needed is a solution of the problem of the social 
dynamic which provides the economic machine with its driving power. From a 
brilliant analysis of the welfare schemes and palliatives empirically proposed and 
piloted by the West Indies Royal Commission and the West Indies Development 
and Welfare programs, the author deduces that unless Britain and the Colonial 
Office proceed to rethink the problems and re-educate the governing and the gov- 
erned toward the basic idea of personal, social, and, ultimately, political equality 
there will be no long or useful future for British rule in the West Indies. 

Mr. Simey’s study is a discerning and trenchant analysis of the various govern- 
mental studies of the British Caribbean which recommended reforms without 
establishing a “vitalizing basic theory or creed” for social welfare. Though over- 
written in part, the volume is of great importance to the student of West Indian 
economies and cultures who might wish to check the value premises as well as 
the techniques of paternalistic imperialism. 


New York University Ira De A. Rew 


Slave and Citizen: The Negro in the Americas. By Frank Tannenbaum. New 
York: Alfred A. Knopf, 1947. Pp. xi, 128, xi. $2.00. 


This is a much-needed book on an important subject. Hitherto we have had 
monographic studies of this or that aspect of the general topic, but there is 
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nothing else like this short though penetrating study of the Negro in North and 
South America and the West Indies. 

Unfortunately, the author has omitted chapter and topical headings, so that 
the reader must go over the 128 pages one by one in order to discover the frame- 
work of the study. Such an examination reveals that the first 40 pages are con- 
cerned mostly with the distribution of the Negro in America and with the his- 
tory of the slave trade. Then follows a discussion of the Negro’s position in the 
class structure of the various parts of America, emphasis being given his legal 
status in the Spanish American portions of the Western Hemisphere. Beginning 
on page 66 is a résumé of the slave’s legal status in various states of our own 
Union, and this continues to page 82. 

The attitudes of the church and of the various denominational bodies toward 
the Negro and slavery are treated in pages 82-103, and the remainder of the book 
is concerned with the problems faced by the ex-slaves and the white community 
when freedom suddenly came to the former. 

The book is scholarly and well written. The failure to make explicit the 
organizational framework is partially offset by a fairly adequate index. The small 
volume will prove helpful to anyone who wishes to gain geographical and his- 
torical perspective concerning the Negro in the Americas. 


Vanderbilt University T. Lynn SmitH 


The Trade of Nations. By Michael A. Heilperin. New York: Alfred A. Knopf, 

1947. Pp. xix, 234, vii. $3.00. 

In the rather brief compass of this book Mr. Heilperin has sought, as he says 
in his Preface, to survey for the general public the basic factual and theoretical 
materials that should have their impact on current governmental action if the 
United States is to evolve enlightened solutions to the vexing problems of its 
international economic relations in a world sorely beset by crises, both material 
and spiritual. He discusses (for the most part with admirable clarity and pre- 
cision, though “Country A” and “Country B” occasionally get interchanged as 
at the top of page 28) the significance and mode of operation of the international 
division of labor, of foreign trade, of international monetary and investment 
arrangements, and of the efforts both public and private that have been made 
with progressively increasing effect during the past thirty-odd years to “insulate” 
national economies from the remainder of the world. He argues with great 
cogency that the development of “active internationalism” through the United 
Nations, its subsidiary institutions, and similar instrumentalities outside its 
scope—in contrast both to the “passive internationalism” of the nineteenth cen- 
tury and to the étatisme (or economic nationalism) of more recent years—offers 
the most hopeful means of achieving not only high levels of welfare for all 
nations, but, in the final analysis, world peace as well. 

The author’s predilection for “free enterprise,” a concept that is left shrouded 
in the vagueness appropriate to the object of a mystical cult, and his hostility to 
most forms of “managed economy” are candidly and strongly avowed, though 
he does make a valiant attempt to present fairly the divergent views of writers 
like Sir William Beveridge. Perhaps his altogether too casual treatment of the 
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problems presented by certain restrictive practices of contemporary international 
cartels can be attributed to the well-known reluctance of neoclassical free-trade 
metaphysicians to face the fact that “free enterprise” is by no means as free (i.e., 
competitive) or as enterprising on behalf of the consumer as it may once have 
been even, despite the antitrust laws, in the land that still thinks of itself as the 
classic home and refuge of atomistic competition. I must also admit to analagous 
reservations regarding the necessary beneficence of the venerable and illustrious 
doctrine of comparative advantage, especially as applied to relations between 
technologically advanced imperial countries and their backward dependencies, 
but would freely concede that a good deal of further exploration in this rela- 
tively neglected field will have to be done before anyone can speak with complete 
assurance one way or the other. 

Though important to an economic historian, these objections should perhaps 
not weigh too heavily in view of the book’s limited aim. Mr. Heilperin has not 
sought to advance new facts or viewpoints, and the specialist will, of course, 
continue to rely principally upon such comprehensive technical studies as Jacob 
Viner’s and Gottfried Haberler’s. For undergraduate students with some ele- 
mentary training in economics and for those of the general public who already 
enjoy some degree of economic literacy there is probably much to be gained in 
the way of sophistication, and perhaps of genuine insight, from a careful reading 
of Mr. Heilperin’s book. 


Columbia University Ratepw H. Bowen 


AGRICULTURAL PROBLEMS 


Canadian Agricultural Policy: The Historical Pattern. By Vernon C. Fowke. 
Toronto: University of Toronto Press, 1946. Pp. xii, 304. $3.50. 


This book is distinctly important for several reasons. One is that it provides a 
great deal of well-supported evidence to substantiate the author’s basic claim that 
agricultural policies can be explained only in terms of agricultural functions; 
that it is necessary to know the objectives of agricultural development if one is 
to understand the particular agricultural policies that are adopted. In the second 
place, it constitutes an authoritative historical analysis of Canadian economic 
development in general as well as the development of agricultural policies in 
particular. Since the aim throughout is to show the way in which agriculture and 
agricultural policies have been integrated with the general economy, it is not 
surprising that the subjects dealt with are somewhat more numerous than the 
title might suggest. In fact the inclusiveness of the subject matter almost leads 
one to regard the study as a general economic history. While the book merits 
special attention because of the study procedure followed, the caliber of the 
analysis, and the large body of factual material presented, there can be little 
doubt that it deserves special consideration if only because of the major con- 
clusions arrived at. The almost startling nature of some of these conclusions 
together with the positive manner in which they are presented are certain to 
impress the majority of readers. Finally, it seems to me that the book provides a 
much-needed background in the light of which future policies with respect to 
agriculture might well be considered. 
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The study leads to several conclusions that are at complete variance with views 
ordinarily held. To the mass of Canadians who have come to regard as axiomatic 
the statement that agriculture has been the country’s basic economic activity it 
will come as something of a shock to read that the actual facts completely invali- 
date any such belief. The conclusion here reached is that agriculture, during the 
period under review, was not of prime importance either in point of fact or in 
the opinions of those mainly responsible for governmental policies. Another con- 
clusion likely to arouse surprise is that agriculture has never been looked upon 
and legislated for as an end in itself but merely as a means to some other end. 
In other words, agriculture has not been assisted because of any inherent suita- 
bility for development or any special need of those engaged in it. On the con- 
trary, the claim is that governmental aid to agriculture was given merely because 
of the indirect benefits likely to accrue to the more dominant economic interests 
and not because of any improvement it might effect in the lot of farm people 
themselves. More specifically, agriculture was supported in order that transpor- 
tation interests might have traffic, that financial interests might have a field for 
investment, or that manufacturers might secure a market for machinery and 
farm supplies generally. Any benefits that farm people received were regarded 
as incidental. A further conclusion, which is a logical sequel to the one just 
mentioned, is that agricultural policies have been instituted and fostered by 
interests and conditioned by influences of a nonagricultural character. The con- 
tention is that, until very recent years, the influence of farm people or pressure 
of farm groups was entirely insufficient to exercise any significant effect on 
agricultural policies. This view is in marked contrast to the one commonly held, 
which is that Canadian farmers, because of their large numbers and group 
solidarity, have always been able to exercise a profound influence on the number 
and nature of agricultural policies. 

The suggestion that so many so-called agricultural policies have been pri- 
marily designed to further the well-being of commercial, financial, industrial, or 
transportation interests raises some interesting questions regarding the nature and 
objectives of current and future policies. In particular it seems necessary to inquire 
whether, in view of the modern degree of economic interdependence, it is either 
possible or desirable to implement policies aimed at furthering the interests of 
any one group or section at the expense or to the exclusion of all others. It seems 
more probable that, in future if not in the past, any specific policy will have to 
be thought of as an integral part of the general economic policy and not as an 
agricultural policy, an industrial policy, a commercial policy, a financial policy, 
or any other. 

These few comments will suffice to indicate that Mr. Fowke has produced a 
volume that has considerable in the way of originality of approach and that 
contains a great deal of food for thought. While some may disagree with and 
many more be amazed at some of his major conclusions, all will agree that he has 
presented and ably supported a significant general thesis as well as supplied some 
very valuable lessons for future policy makers. One should add that the book is 
presented in a most readable style, is exceedingly well documented, and contains 
a useful bibliography and index. It represents a significant contribution to the 
literature dealing with Canadian economic development. 


Ontario Agricultural College W. M. Drummonp 
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History of Agriculture in Ontario: 1613-1880. By Robert Leslie Jones. Toronto: 
University of Toronto Press, 1946. Pp. xvi, 420. $4.25. 


This welcome contribution to regional agricultural histories, the revision and 
expansion of a Harvard dissertation, has a unity that is lacking in the usual 
surveys of the agricultural progression of states and provinces. “Southern Ontario” 
from pioneer subsistence and cropping days to the period of relatively stabilized 
diversification provides a workable definiteness in area and time. For this 
delimited region and period, the treatment involves real agricultural history, 
rather than the more or less technical descriptions and episodic narratives that are 
too often presented under that title. The changing farm enterprise and society 
are related directly to the environment, to the varied population elements, to the 
other branches of the provincial economy, and to the changing conditions of 
production and markets. The interrelations with the mother country and with 
the growing neighbor across the lakes are followed throughout. 

Style and organization are in the main clear and straightforward. Production 
and marketing systems, along with the public policies involved, are treated 
within well-marked stages of development. It is easy to suggest different plans 
of arrangement and emphasis but difficult enough to work them out effectively. 
The fullness and thoroughness of the documentation, involving a balanced 
range of sources and a mastery of monographic material, give confidence in the 
author’s judgments. Graphic materials—maps, charts, and a few representative 
illustrations—would have clarified factual statements and reinforced certain of 
the conclusions. 

Such a scholarly study of a definite region and period will obviously be of 
direct interest and service to Canadian economic and social historians, but it 
also has much of information and suggestion for the student of the economic 
history of the United States. The interrelations of the neighboring peoples and 
their economies are traced from the coming of the loyalists to the end of the 
trial of reciprocity. At many points developments run parallel to a remarkable: 
degree, especially in frontier settlement and development. The succession of 
stages from clearing to settled economy follows essentially the order of J. M. 
Peck’s classic statement in his Guide of 1837. No less revealing are the Canadian 
policies in public-land disposal, technical education, and aid to production and 
marketing, and the influence upon these measures of farmers’ societies and other 
organized movements. Such comparative studies, for this and other regions, 
in North America, and elsewhere, should tend to moderate and correct tradi- 
tional notions involving unwarranted claims of priority and uniqueness. 


Iowa State College Earte D. Ross 


The First Half-Century of Wadsworth Tenancy. By Neil Adams McNall. Ithaca: 
Cornell University Press, 1945. Pp. 31. Fifty cents. 


This essay studies the land-leasing policies of two generations of the Wads- 
worth family on some 70,000 acres in the Genesee Valley from 1790 to almost 
1860. The first two Wadsworths seem to have adopted the leasehold system 
chiefly because they wished to acquire large manor-like holdings. They reasoned 
that leases would make the tenants responsible for taxes, would “check or at 
least regularize squatterism,” and would facilitate the clearing of the land. 





252 Reviews of Books 





The leases they gave were based on those found in eastern New York, except 
that they did not contain provisions for annual payment of four fat hens and 
one day’s service with cart and horses, or for “quarter-sale” or “tenth-sale” on 
transfer to other tenants. 

As the years went by, the Wadsworth tenancy system changed. Cash rents 
were used in addition to wheat levies, annual leases replaced those of longer 
duration, and closer supervision of the tenants became the rule. The Wads- 
worths were rather enlightened landlords who usually made only about 5 per 
cent on their capital investment, while some of their tenants managed to move 
up the economic ladder and eventually acquire land of their own. There was 
some discontent on the part of the tenants, but it did not blossom into antirent 
riots as elsewhere in New York State. 

Mr. McNall’s research appears solid. He has used the manuscript records of 
the Wadsworth family, the county deed books, accounts of travelers, newspaper 
stories, and relevant secondary studies. 


Colonial Williamsburg Epwarp P, ALEXANDER 


Marketing Farm Products. By Geoffrey Seddon Shepherd. Ames: Iowa State 
College Press, 1946. Pp. 455. $4.25. 


Considerable interest was shown in Mr. Shepherd’s book when it made its 
appearance last year, partly because no new book of college caliber in this 
field had appeared in the past fourteen years, and partly because of the author’s 
high standing in the professional field. The departure from the conventional 
method of approach used in earlier texts by Boyle, Hibbard, Macklin, Weld, and 
Clark gives the book a freshness that will appeal to some. The up-to-dateness 
of material, so lacking in the standard text that was most commonly used these 
past dozen years, will be especially appealing to others. Laudable, too, is the 
forthright position the author takes on some controversial issues. The student 
knows, at least, where the author stands and what his convictions are even 
though the teacher may disagree with the author in certain conclusions. 

The book is divided into three parts: (I) a broad outline of agricultural pro- 
duction and marketing in the United States as a whole; (II) the farmer’s prob- 
lem in meeting fluctuations in market price; and (III) reducing the costs of 
marketing. The Appendix, thirty-nine pages, might well be a “miscellaneous” 
fourth part, for it contains material, especially in Appendixes A and D, equally 
as valuable as that in the chapters. The typography is excellent. 

The book is well written, concise, to the point, and easily understandable. 
One feature that undergraduates like is the shortness of the chapters and the 
inclusion of numerous charts and tables that reduce the number of printed 
words. Many charts from the Bureau of Agricultural Economics are well chosen 
and good supplements to the discussion. I have found from classroom expeti- 
ence, however, that the student fails to get a proper comprehension of market 
organization and market practice unless considerable supplementation is made 
in lectures and with “outside” readings. Incompleteness is a shortcoming of the 
text. Chapter 9 on “Hedging,” for example, would be far more helpful to 
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students if it included or were preceded by an account of the organization and 
functioning of commodity exchanges. 

Some parts of the book are either misleading or definitely open to question- 
ing. “Reducing the Costs of Marketing” is a misnomer for Part III. Six of the 
ten chapters in this section are essentially descriptions of the marketing of 
different commodities, not suggestions of ways and means to lower marketing 
costs. The other four chapters could rightly fall under a general heading, such 
as “Costs of Marketing and Co-operative Marketing.” In the chapter, “Reducing 
Grain Marketing Costs,’ Mr. Shepherd devotes nearly twenty of the twenty- 
eight pages to a discussion of grain-storage and warehouse problems, yet 
students of marketing know that storage costs are one of the lesser costs of grain 
marketing. This chapter lacks a balanced discussion. 

Appendix A, “The Perfect Market in Time, Place, and Form,” consists of a 
fine discussion of this topic. Why it was relegated to the Appendix is unknown 
to me, but I have found that assigning it as a reading following Chapter 1 serves 
a very useful purpose. Likewise, Appendix D on “Federal Regulation of Agri- 
cultural Markets” deserves inclusion in the text proper, preferably following 
Chapter 14. 

The readings in the field of agricultural marketing have been definitely 
enriched by the addition of this book. Many instructors will find it a valuable 
text to use. 


> 


University of Wisconsin Marvin A. ScHaars 


The Diary of Alexander James McPhail. Edited by Harold A. Innis. Toronto: 
University of Toronto Press, 1940. Pp. xi, 289. $2.50. 


Mr. Innis here presents carefully annotated selections from the diary of the 
man who was president of the Saskatchewan and the interprovincial wheat-pool 
organizations between 1924 and his death in 1931. The selected diary entries 
are arranged in topical chapters together with extensive interpretative editorial 
comments. This choice of method is amply justified by the results. 

Like many of the other leaders of the wheat pool, McPhail was of Scottish 
descent. The opening chapter and the diary entries emphasize his moral earnest- 
ness, his sustained efforts at self-education, his traits as a leader in the co-opera- 
tive movement, his democratic idealism, his shrewd business sense, and his 
great capacity for appraising others as well as himself. 

In addition to this delineation of a great Canadian, the book provides instruc. 
tive insight into the internal problems of policy and administration of the wheat- 
pool movement during its formative, expansionist, critical, and disintegrative 
stages. It also supplies interesting data on the personalities of its leaders as well 
as the grain traders, bankers, and politicians with whom McPhail had contact. 
By virtue of the editor’s skill and scholarship, the volume is a valuable contribu- 
tion not only to the history of the Canadian wheat pools but also to the history 
of the co-operative movement. 


United States Department of Agriculture Everett E. Epwarps 
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Two Blades of Grass: A History of Scientific Development in the U. S. Depart- 
ment of Agriculture. By T. Swann Harding. Norman: University of Okla- 
homa Press, 1947. Pp. 367. $3.50. 


Senior-high-schoo! children can remember when, under the supervision of the 
United States Department of Agriculture, millions of pigs were slaughtered, a 
third of the growing cotton was plowed under, and other harsh restrictions were 
placed on agricultural production, at a time when a good part of the population 
was on the verge of nakedness and starvation. Grade-school children can remem- 
ber when, in wartime, the Department of Agriculture severely limited the grow- 
ing of sugar while another branch of the government closely rationed the refined 
product. For years the public has expressed revulsion at the wanton destruction 
of immense quantities of food products of perishable nature at the same time 
that half the world was reported to be starving or nearly starving. In the present 
year of strenuous effort to feed the world these reports still pour in. Potatoes 
(and other commodities) are dumped on the garbage heaps and wet down with 
kerosene because the price is in danger of going below four dollars a bushel to 
the consumer. Rather than try to solve the economic problems of the nation and 
world by increasing the consuming capacity of the underfed and underclothed 
multitudes, the makeshift has been followed of keeping agricultural production 
down to the minimum of national subsistence. 

At such a time it is well that an official of the Department of Agriculture has 
written a book to show people who have no time to delve through wagonloads 
of government documents how this department through the decades has also 
been living up to its original high aims. In 1863, the first Commissioner of 
Agriculture, Isaac Newton, urged young farmers to excel their fathers, remind- 
ing them of the old injunction “to make two blades of grass grow where but 
one grew before.” This had been a primary aim of the Division of Agriculture 
established by Henry L. Ellsworth in the Patent Office in 1839. The idea was 
continued when the division became a bureau ten years later, when the bureau 
changed to a department in 1862, and when the commissioner became Secretary 
of Agriculture in 1889. It has grown and developed in all the succeeding years. 

It must have been a difficult task for Mr. Harding to compress the scientific 
achievements of this century into so small a book, and very naturally he could 
do no more than hit the high spots. But in doing so he should have contributed 
largely to allay public suspicion of the supposedly useless and pedantic researchers 
who spend their lives at “fruitless” tasks. When the German chemist Othman 
Zeidler first produced DDT in 1874 probably not even he realized what uses the 
product would find seventy years later or how slow would be the discovery of 
those uses. It cost only about $65,000 for the research that made the fight against 
cattle-tick fever successful, and the benefits have amounted to $40,000,000 a year. 
The book is chock-full of facts such as this, about which the common man is 
either ignorant or unconcerned. 

In the work of compression the author sometimes forgets to give prior credit 
where it is due. For instance, Curtis F. Marbut gave great credit to the soil 
scientists of Russia, and especially to K. D. Glinka, but no hint of this fact can 
be found in the discussion of Marbut’s work on pages 199-201. On the other 
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hand, it is hardly fair to Harvey W. Wiley to infer that the feeble and deceptive 
Food and Drug Act of 1906 was Wiley’s act (p. 314). I will never forget the 
denunciation I heard Wiley give that law and the two presidents who had 
balked its strengthening and enforcement, while the Chief Chemist was cam- 
paigning for Woodrow Wilson in 1912. The reader is also likely to regret the 
author’s scant attention to the slight application of many of the valuable 
researches, but he should stop to think when he notes that in 1938 the govern- 
ment was spending only 37 cents for agricultural research out of each $100 of its 
income (p. 5). The twenty-four pages of illustrations are a useful addition to the 
book. It seems strange, however, to see (facing page 32) Isaac Newton posing as 
Commissioner of Agriculture twenty years after his death. Also (facing page 
272) the picture of the Persian lamb would be more useful if it showed more of 
the lamb and far less of the daughter of a Secretary of Agriculture. 

Useful as this book will be in showing its readers the possibilities of fighting 
famine in the future, providing that social consciousness catches up with scien- 
tific advance, I lay it aside with a feeling of wonder about why a university press 
should decide to omit the footnote guides to the sources and not even include a 
bibliography. The serious student will miss these addenda which, sneer as some 
may at the idea of their inclusion, never yet did any harm to the merely casual 
reader. 


University of Illinois Frep A. SHANNON 


BUSINESS LEADERS AND BUSINESS PRACTICES 


Men of Erie: A Story of Human Effort. By Edward Hungerford. New York: 
Random House, 1946. Pp. xiv, 346. $3.75. 


The Erie Railroad has never lacked chroniclers. In 1869 Charles F. Adams, Jr., 
in “A Chapter of Erie” impaled some of the road’s contemporary looters upon his 
wit and scorn. He thought the essay so creditable that in his Autobiography sev- 
eral decades later he recalled its appearance with satisfaction, a mood unusual 
in an Adams. About forty years later Edward H. Mott wrote Between the Ocean 
and the Lakes: The Story of Erie. His failure to illuminate occasional episodes 
in the Erie’s past can be explained either by an inability to understand them or 
to write a communicative prose. Furthermore, his treatment of the road’s history 
under its presidencies and then in a second section, compounded of year-by-year 
chronicles and stories difficult to incorporate in the main narrative, is confusing. 
In spite of these defects the volume gives evidence of considerable research and 
remains one of the first satisfactory histories of an American railroad. To what 
extent does Mr. Hungerford’s most recent book, Men of Erie, improve upon his 
predecessors? 

For one thing, of course, it covers the last fifty years. Mott’s chronicle stops 
with the mid-nineties. For another, Hungerford concludes with a description of 
the road’s present operative methods: fast freights, suburban traffic, freight 
yards, New York terminals, piers, and water-borne transport. Railroad historians 
who have sought in vain for such information about past operations can take the 
wry satisfaction that their successors will have it for the 1940’s. Otherwise 
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Hungerford sticks fairly close to Mott. His scheme of organization under railroad 
presidencies is essentially the same; his narrative, though sharper and simpler, 
is less detailed and informative; his approach and judgments are not much differ- 
ent. Stylistically Hungerford is no Charles F. Adams, Jr. He writes an easy prose 
barely escaping the clichés of the house organ. Thus of the Croxton freight yard 
he says, “Now watch Croxton hard at work, its coat off, its sleeves rolled up, its 
quiet energy at full efficiency.” The Erie is constantly in “the deep valley of the 
shadow of death.” In a treatment that stresses the personal factors, whether of 
masters or men, Hungerford holds so even a balance that I am constantly 
reminded of a motto of my childhood: “There is so much good in the worst of 
us, and so much bad in the best of us, that it hardly behooves any of us to talk 
about the rest of us.” If my memory serves correctly, this sentiment was inscribed 
on a cream pitcher. 


Bowdoin College Epwarp C. KirkLanp 


Light Metals Monopoly. By Charlotte F. Muller. New York: Columbia Uni- 
versity Press, 1946. Pp. 279. $3.00. 


The title, Light Metals Monopoly, and such chapter headings as “Power—A 
Lever of Control” and “The Strategy of Magnesium Control” indicate that the 
existence of a light-metals monopoly, in the author’s sense of the term, is a 
starting point for her study. But this is not an examination of the degree of 
monopolistic control of the present light-metals market, nor of the performance 
of the industry, for which we are referred to Donald Wallace’s Market Control 
in the Aluminum Industry. Nor is it intended as a factual reference work on 
recent production, prices, and expansion of facilities, for which the author refers 
us to Aluminum—An Industrial Marketing Appraisal by N. Engle, H. E. 
Gregory, and R. Mosse, which is conveniently supplemented by the recently 
released War Production Board review of aluminum policy. The chief purpose of 
this volume is an examination of “just how a national monopoly arises” (p. 5). 
It is a history of the manner in which market control has been maintained. 

The orientation of the study reflects Mrs. Muller’s use of Congressional hear- 
ings and the court records in the aluminum and magnesium antitrust suits. She 
analyzes the roles of raw materials, production processes, hydroelectric power, 
cartel participation, and patent cross-licensing agreements. The final chapter is 
devoted to consideration of government policy with attention given to tariffs, 
patents, and the government’s “passive assistance in tolerating monopolistic 
activities, or, at best, in tardily deploring past events” (p. 235). Detail on the 
physical properties of aluminum and magnesium is included as a basis for 
gauging demand elasticity and the relative price levels at which these metals 
are competitive. Precision and refinement might have been added at a number 
of points. The concept of monopoly, for example, that is at the core of the study 
is used in a rather broad sense. In terms of the standards that would be proper 
to a business history the presentation may be criticized as failing to show quest 
for market control in proper relation to other essential entrepreneurial func- 
tions. In opening a review of Alcoa’s growth the author observes that “most 
aspects of the company’s business life have in some way been related to the 
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strengthening of monopoly control” (p. 50). On this count a tally of an Alcoa 
executive’s daily activities might be revealing. How much of the personnel direc- 
tor’s time was devoted to preventing the desertion of skilled employees to 
potential competitors? 

Mrs. Muller takes the position that the phenomenal wartime expansion in 
capacity, made possible with government financial assistance, ought to be used 
in such a way that there is a steady provision of cheap, plentiful aluminum. 
Disposal of Defense Plant Corporation facilities, dissolution of Alcoa, and other 
proposed measures are discussed in their relation to this goal. She is skeptical 
about benefits the consumer may derive from maintenance of oligopoly in lieu of 
monopoly unless there is direct government control over output or price; possibly 
even government operation of facilities. 


Princeton University THEODORE F, Marsurc 


A History of Printing in North Carolina: A detailed account of the pioneer 
printers, 1749-1800 and of The Edwards & Broughton Company, 1871-1946, 
including a brief account of the connecting period. By George Washington 
Paschal. Introduction by Josephus Daniels. Raleigh: Edwards and Brough- 
ton Company, 1946. Pp. xxii, 313. $5.00. 


This book and its title are perhaps best explained by the author’s statement of 
aim in the Preface and by Mr. Daniels’ estimate in the Introduction. The author 
“in writing the history of the state’s most important printing firm” followed 
“state historians in an effort to relate it to the general history of the state and in 
particular to that of the printing industry.” Mr. Daniels declared that “independ- 
ent of the story of Edwards & Broughton Company it is a valuable history of 
Journalism over important periods of the State of North Carolina.” 

Contributions to the history of printing and publishing in the state of North 
Carolina excite nation-wide scholarly interest. In the first chapter Mr. Paschal 
presents fourteen titles which “should be added” to Douglas C. McMurtrie’s 
published list of 290 eighteenth-century North Carolina imprints and some 
criticisms of McMurtrie’s work that will interest specialists in the field. In the 
second, he gives suggestive glimpses of what was going on from 1800 to 1871. 
In the remainder of the text, he supplies gleanings of interesting and valuable 
material relating to the Edwards and Broughton Company, a concern of such 
strong Baptist connection that for a time it advertised itself as “The Recorder 
Printing House and Book Bindery.” On the other hand, Mr. Paschal made 
regrettably scant use of manuscripts—correspondence, papers, and business 
records—of which considerable amounts probably exist in public and private 
collections in North Carolina, and left inexcusable omissions in the bibliography 
and footnotes. I am surprised that the Edwards and Broughton Company should 
fail in their seventy-fifth anniversary year to perform the editorial duties of a 
concern of their historically high pretensions. Nonetheless, scholars may be grate- 
ful to Mr. Paschal for what they learn from his work. 


Dunn Loring, Virginia Tuomas P, Martin 
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Fee and Fee Bills: Some Economic Aspects of Medical Practice in Nineteenth 
Century America. By George Rosen. [Supplement to the Bulletin of the His- 
tory of Medicine, No. 6.] Baltimore: The Johns Hopkins Press, 1946. Pp. 93. 


$1.50. 


George Rosen presents a scattered group of fee bills issued in the United States 
between 1816 and 1891 as source material for studies in economic aspects of 
medical practice in the nineteenth century. Such fee bills afford only rough clues 
to actual medical prices, for they give average or minimum ranges. They have not 
been mandatory, and have frequently been ignored by phsyicians who have 
charged according to the competitive situation. There is evidence of the fluctua- 
tion of the fee schedules along with changes in the costs of living, but no effort 
is here made to present data on the changing value of the dollar so that a com- 
parative study could be made of the real purchasing value of the physicians’ fees. 
There is a familiar ring to the text accompanying the fee schedules, for physicians 
then as now complained about difficulties of applying the sliding scale, about 
the credit system and resulting unpaid bills, and about the amount of gratuitous 
service that the profession must perform under a fee-for-service system in giving 
medical care to the poor. In the early part of the century, there was also con- 
siderable agitation over the abuses of family contracts for annual attendance, 
and these were emphatically discouraged. As the decades pass, one notes in the 
fee schedules a reflection of the advances in medical knowledge through the 
resulting increase in the types of services listed. 


Columbia University BERNHARD J. STERN 


Building Lenin’s Russia. By Simon Liberman. Chicago: University of Chicago 
Press, 1945. Pp. vi, 229. $3.00. 


This is the story of the first decade of the Russian Revolution as seen through 
the eyes of a Menshevik “expert” whom the Communists retained in important 
employment: the man who, according to his own story, was chiefly responsible 
for setting the Russian timber industry on its feet. The tone of the book is 
balanced, the author wishes Russia well, seems to remain in sympathy with the 
socialist ideal, and, despite his experiences, is without bitterness. It is possible that 
it is a mere piece of propaganda but since it was finished before the end of the 
war, this seems improbable. 

Liberman was a born revolutionary. “On the run” for his life in 1905, he yet 
turned about and rose to high position in czarist capitalism. Later, while remain- 
ing a Menshevik throughout, he achieved great responsibility under the Bolshe- 
viki and was intimate with the leaders of the state. When life became too trying 
in Russia he made a quiet departure and once more, apparently, found the 
capitalist world not insupportable. In all these situations, he evinced considerable 
ability in landing on his feet. But there is no suggestion that he would not have 
continued to be a faithful servant of the Soviet Republic if the secret police could 
have left him alone. The very fact that he was a secondary figure makes his 
story all the more effective, and more convincing than parallel sensational 
accounts. 
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For the economic historian, the chief interest of the book lies in the problems 
of transition from free to managed economy, as illustrated in the forest industry. 
It took several years to work through the more “crackpot” ideas cast up by the 
revolution, but eventually the former managerial class regained a substantial 
degree of control. This was always subject, of course, to higher authority and to 
certain stringencies inherent in the situation. “ ‘Moreover,’ the Cheka head 
declared, ‘should the peasants fail to deliver their quota of wood, the foresters 
responsible for them are to be shot. When a dozen or two of them are shot, the 
rest will tackle their jobs in earnest.’” Later on, this summary way of solving the 
labor problem (it comes as a surprise to find Lenin lightly approving of such 
expedients) decreased, and the impression is conveyed that for Liberman, the 
expert, producing and selling timber under the new regime was not very dis- 
similar from producing and selling timber under the old regime. 

Except for the shadow of the police! When he fell under suspicion he was 
subjected to nightly examinations: “My thoughts were slow, drugged: ‘when 
will this end, when will it end?’ At last, by four in the morning, the investigator 
would rise And the very next evening, the telephone would ring again 
.... The history of the English-speaking peoples is one long refusal to accept 
such conceptions of justice. 

The book has sincerity; it carries conviction. Its picture of the inner side of 
revolution is useful: the idealists, the fine spirits and the coarse, the practical 
people and the cranks, the humane and the cruel, all are here, as are the crazy 
conceptions, the daring experiments, the solid achievements. Not a great book, 
nor one written by a great man, but one throwing a sharp pencil line of light 
across a good many aspects of revolution and the economics of revolution. 


Oueen’s University, Kingston A. R. M. Lower 


The French Railroads and the State. By Kimon A. Doukas. [Studies in History, 
Economics and Public Law No. 517.] New York: Columbia University Press, 


1945. Pp. 287. $3.50. 


This book deals chiefly with the history of French railroads in the late nine- 
teenth century and in the twentieth to 1938. Emphasizing finance, law, and 
political science, the author gives a clue to its merits and defects in his Acknowl- 
edgements where he says that it grew out of an article written in 1938 on the 
decree-law of 1937 nationalizing the French railroads. The result of stretching the 
article into a book has been the creation of a kind of “dachshund” with a most 
interesting head, a powerful tail, and, in between, a long, backbreaking body. 

Mr. Doukas is not greatly interested in the origin of the French railroads and 
condemns works on this subject as unscientific and possessing “only a veneer of 
thought.” This accusation might prove a boomerang if one took the time to dwell 
upon the author’s treatment of economic crises. He says, correctly in my opinion, 
that their influence upon the growth and prosperity of the French railroads was 
far more significant than political developments, even than revolutions. Yet he has 
not worked out the influence of the crisis of 1846-1847 and does not seem to 
realize that it was an important cause of the Revolution of 1848. Mr. Doukas 
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would probably justify this neglect of what seems to me an important matter by 
saying that it is of historical interest only. 

The author does show us clearly the influence of French politics upon the 
railroads and makes us see how difficulties were created by the frequent changes 
of ministries and, consequently, of policy. He shows us also how profoundly 
French investors, desiring a safe and adequate income, affected the official attitude 
toward the railroads. In doing this he proves that governmental guarantees and 
subsidies helped the financiers and investors of France at the expense of the 
nation. 

Mr. Doukas has written, within the limitations mentioned, a book that is 
thoroughly sound and one that should prove useful. 


University of Michigan Artuur L. DuNnHAM 


American Chemical Industry. Volumes II and III, The World War I Period: 
1912-1922. By Williams Haynes. New York: D. Van Nostrand Company, 
1945. Pp. xliii, 440, and xv, 606. $8.00 per volume. 


A six-volume history of the American chemical industry from the founding of 
Jamestown colony to the outbreak of World War II is being underwritten by out- 
standing industrial chemical engineers and manufacturers through a nonprofit 
organization, The History Committee, Inc. 

Many of those on its advisory council rendered conspicuous service on the War 
Industries Board during World War I, among them, Charles H. McDowell of the 
Armour Fertilizer Works, Marston T. Bogert of Columbia University, and Henry 
Howard later of Grasselli Chemical Co. In addition there are such well-known 
executives as George O. Curme, Jr., of Union Carbide and Carbon Corporation, 
Gaston F. DuBois of Monsanto Chemical Co., and Lammot du Pont of E. I. du 
Pont de Nemours & Co. The History Committee, Inc., likewise has a distin- 
guished executive committee. William J. Hale of Dow Chemical Co., the chair- 
man, is the well-known author of Chemistry Triumphant, The Farm Chemurgic, 
and other works. Other members are Benjamin T. Brooks, who recently pub- 
lished Peace, Plenty and Petroleum; Edward R. Weidlein, director of the Mellon 
Institute; and the author of these volumes, Williams Haynes. 

Mr. Haynes throughout his eminent journalistic career (special correspondent, 
1911-1916, editor-publisher of Chemical Industries, 1920-1939, and so on) has not 
only published three studies on terriers and dog breeding (1912-1915) and com- 
piled several volumes of outdoor verse, short stories, and sketches (1916-1919) 
but he has written no less than eleven books on various aspects of the chemical 
industry (1933-1946). Perhaps the most popular are his Chemical Economics 
(1933), Men, Money and Molecules (1935), and This Chemical Age (1942). 

Mr. Haynes’s craftsmanship in the field of business history is noteworthy. 
Interspersed among the 1,046 pages of text in these two volumes are 89 pages of 
illustrations, mostly portrait pictures, four to a page, of top executives in the 
chemical industry. The chapters are short, averaging about thirteen pages in 
length of which usually a full page is required for listing the sources of the cita- 
tions and references (98 is the highest number), mostly to news stories and other 
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items in chemical trade journals, including, fortunately, Mr. Haynes’s own numer- 
ous writings. The volumes present business history as it seemed to contemporaries, 
consisting, in essence, of the consolidated memoirs of the many executives whose 
co-operation Mr. Haynes so skillfully elicited. The variety of reported facts thus 
assembled will be gratefully appreciated not only by the business historian but by 
the participants who will no doubt frequently use them as a springboard for 
nostalgic reminiscences. 

Volume II is divided into two parts, the first dealing with the setting of World 
War I, the second with critical raw materials. The six chapters in this section that 
tell the nitrogen story and the three chapters on potash show the author’s work 
at its best. 

Volume III is divided into four parts. Part I sketches various developments in 
the field of industrial chemicals, for example, soda ash, electrolytic alkalies and 
chlorine, sulphuric and other acids, pigments, alcohol, solvents, industrial gases, 
fertilizers, and explosives. Part II treats of coal-tar chemicals, mostly dyestuffs; Part 
III of fine chemicals, medicinals, botanicals, aromatics, and so on; and Part IV of 
the “chemical evolution,” that is, the spread in the decade 1912-1922 of chemical 
processes throughout industrial technology. 

Each volume has numerous appendixes, there being 46 in Volume II requiring 
108 pages, and 74 in Volume III, some 100 pages in length. They consist mostly 
of tables of statistical information about the scores of major chemical products 
touched upon. Especially useful are the lists of producers, the price comparisons 
of 155 chemicals, the chemical tariff schedules, the rosters of top personnel in the 
War Industries Board and the Chemical Alliance, and the enumeration of Ger- 
man-owned patents licensed by the Chemical Foundation, 1919-1926. Both vol- 
umes are thoroughly indexed, that in Volume II consisting of 41 pages and that 
in Volume III of 66 pages. The painstaking work of the research staff merits 
unreserved commendation. 

“These two volumes,” writes Mr. Haynes in the Introduction to Volume II, 
“are significant chiefly because they chronicle the beginnings of the Chemical 
Revolution. By this I mean a fundamental change in the economic system of 
production: the replacement in industrial processes of natural raw materials by 
synthetic materials. .... A new kind of product, they defy the old law of supply 
and demand since the greater the demand, the larger the production; the bigger 
the production, the lower the price” (pp. xvi-xvii). In another place Mr. Haynes 
speaks of the “tariff depression” (II, 13-16) and attributes the decline in business 
activity in the early months of 1914 to the Underwood Tariff Act. 

It would be easy but extremely unkind to multiply examples demonstrating 
that a cheijical “chronicle,” like other masses of fact, does not come with informa- 
tive labels" of economic meaning attached. Those versed in handling intricate 
economic analysis will see many other illustrations of the principle of increasing 
returns and will revel in the examples of “duopoly,” “oligopoly,” “oligopsony,” 
monopolistic competition, lateral integration, joint costs with variable and invari- 
able proportions, comparative advantage, shifts in demand and supply schedules, 
and so on. 

But Mr. Haynes leaves the myriads of facts he records as he found them, 
untarnished by statistical development and analytical manipulation. There are no 
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trend lines, no price curves or maps, no mention of basing point or other systems 
of formula prices, no intimations of cartel, patent, or other restrictive arrange- 
ments, no demand, supply, or cost breakdowns, no component bar charts or “pie” 
diagrams, nor even the comparisons and contrasts they so ably depict. 

So Pre-Raphaelitic a painting of the welter of chemical events amply documents 
the philosopher Rickert’s famous generalization about the extensive and intensive 
multiplicity of events in the stream of history. Although the yield in understand- 
ing may be low, the wealth of raw material afforded is vast. Economists and his- 
torians for years to come will be glad that Mr. Haynes undertook (and, Deo 
volente, completed) so notable a project. No better record is to be found of what 
the business participants themselves thought. In preserving the memory of so 
many events and aspects thereof that might otherwise have been lost, Mr. Haynes 
has rendered a notable service not only to the chemical industry but to American 
scholarship. 


Stanford University, California THEODORE J. Kreps 


California Yankee. William R. Staats, Business Pioneer. By Carol Green Wilson. 
Claremont: Saunders Press, 1946. Pp. 184. $3.75. 


As everyone knows, no businessman worth his salt has ever been in business 
for his health. This makes one wonder just how much money William R. Staats 
accumulated dabbling in real estate, oil, utilities, and what you will in southern 
California. But readers of this biography of Staats will be disappointed if they 
hope to find out anything as matter of fact as that. Or indeed if they hope to find 
out what manner of man Staats was. For this book by Staats’s niece is not really 
a biography at all, but a sort of funeral sermon, unrelieved by any attempt to 
re-create his personality. 

Was Staats tall or short? Was he mean to his wife? Was he kind to animals? 
Did he smoke? Did he chew? Did he drink? Did he play cards or hate dice? 
We are never told. Instead we are merely informed that this minister’s son from 
Connecticut, who went West to recover his health, gravitated to the boards of 
the right educational institutions and the right corporations, and incidentally 
appreciated scenery. 

Since the book tells nothing about the drama of Staats’s business deals—in the 
author’s eyes making money is evidently a dignified process akin to putting on 
a dinner jacket—it can scarcely be recommended as business history. However, 
California Yankee is a curious specimen of a curious view of the universe. The 
author suggests, though she does not say so, that there is no hope in this world 
for a man who smokes cigars. A cigarette occasionally, yes, but only if one is an 
earnest board member of the local charities. 


New York, New York Wayne ANDREWS 


Battle for Chicago. By Wayne Andrews. New York: Harcourt, Brace and Com- 
pany, 1946. Pp. ix, 358. $3.75. 
Battle for Chicago must be a disappointment to anyone expecting on the 
strength of the title a judicious analysis of the conflicting forces that have made 
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Chicago what it is—distressful, warmhearted, crude yet elegant, gullible yet 
knowledgeable, always vital. Had Wayne Andrews entitled his book “Rich Men 
of Chicago” or, like the complacent materialists of Boston in the 1850’s, “Our 
First Men,” as a chronicle of the very wealthy and hence socially prominent of 
the community, one might skim the volume with some interest and amusement. 
It contains considerable entertaining anecdotal material and diverting sidelights 
on Chicago’s millionaires of a generation and two generations gone. But it con- 
tributes little to an understanding of the city past or present. 

Because it deals with only one facet of infinitely various Chicago, the book 
must give to the uninitiate a distorted picture; to the informed and devoted 
Chicagoan—and few people live there long without becoming passionately loyal 
Chicagoans—Mr. Andrews’ thesis is unconvincing. From William Butler 
Ogden and “Long John” Wentworth to Samuel Insull and Colonel McCormick, 
the main protagonists were not battling for Chicago; they were fighting for 
private fortunes, sometimes only incidentally in Chicago. Speculation in real 
estate has been the nearly foolproof road to success in most young American 
cities. The features that made Chicago unique Mr. Andrews pays slight atten- 
tion to, unless one so classes the creation of the greatest single fortune in America. 

To attempt to explain what has happened in the past fifty years of Chicago’s 
development, physical, intellectual, moral, or artistic, without discussing the con- 
tributions of gifted and able men who lacked large bank balances is to miss half 
the point, much of the drama. Not only the cold, self-contained financial genius 
and merchant, Marshall Field, left his mark on Chicago. Yet Jane Addams, 
William Rainey Harper, and Frank Gunsaulus rate only a paragraph or two, 
men like Charles E. Merriam or Robert Franklin Hoxie no mention. 

Even Mr. Andrews’ endeavor to explore the bases for the local popularity of 
“the World’s Greatest Newspaper” provides little illumination. The circulation- 
war thesis is scarcely satisfying. As serious history the book is unimportant. 
As diversion it answers, if one’s taste leads to perusal of a kind of spiced mid- 
western Almanach de Gotha. 


Smith College Constance McL. Green 


The Cotton Textile Industry of Fall River, Massachusetts: A Study of Industrial 
Localization. By Thomas Russell Smith. New York: King’s Crown Press, 1944. 
Pp. 175. $2.00. 


The Decline of a Cotton Textile City: A Study of New Bedford. By Seymour 
Louis Wolfbein. New York: Columbia University Press; London: P. S. King 
and Staples, Ltd., 1944. Pp. 179. $2.50. 


These volumes are in a sense companion pieces. They are studies of two 
adjacent cities in southern Massachusetts, each of which has been a major center 
of cotton textile production, and each of which has suffered severely from the 
movement of that industry to the southern states. 

The studies differ considerably, however, in approach and method of treat- 
ment. Mr. Smith’s volume is focused consistently on the city of Fall River, and 
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the problems of the cotton textile industry are seen primarily as they were 
reflected in the experience of Fall River mills. The focus of Mr. Wolfbein’s study 
is on the industry itself, while the specific problems of New Bedford are treated 
somewhat more incidentally. 

The first half of Mr. Smith’s volume traces the origins and growth of the 
cotton industry in Fall River from about 1810 to 1875. Emphasis is placed on the 
locational advantages of Fall River and on the sources of capital and entrepre- 
neurship for the growing industry. These chapters provide an unusually sharp 
and detailed picture of the transformation of a rural village into a manufacturing 
city. The remainder of the volume deals with the city’s gradual loss of competitive 
advantage relative to the southern states, the decline of mill capacity after 1920, 
and the changes in methods and products by which part of the Fall River indus- 
try has been able to survive to the present time. While data are presented on the 
locational advantages of the South relative to New England as a whole, the 
central emphasis on Fall River is maintained. There is a detailed discussion of 
which mills in the city were liquidated and why, and of the adjustments the 
surviving mills made in order to continue in profitable operation. The major 
adjustments were a modernization of equipment, a shift to finer types of cotton 
goods, and the addition of silk, rayon, and mixed cotton-rayon products. 

Mr. Wolfbein’s study deals primarily with the period 1920-1940, which saw 
the liquidation of most of the New England cotton industry. The major factors 
in the industry’s shift to the South are competently summarized, though most 
of the facts presented were already known to those familiar with the industry. 
The specific discussion of New Bedford includes a brief statement of some of its 
special locational advantages and disadvantages, and of the varying impact of 
southern competition on mills engaged in different lines of production. There is 
also a statistical presentation of the severe unemployment experienced by New 
Bedford workers from 1930 to 1940. The concluding chapters deal with the 
efforts of local groups to strengthen the competitive position of the surviving 
textile mills and to attract new industries to the city. 

The efforts at readjustment during the thirties were clearly not too successful. 
The new industries attracted were low-wage industries of a rather impermanent 
sort and employing relatively few workers. Unemployment continued very high 
throughout the decade. In spite of this fact, relatively few workers left New 
Bedford (or Fall River) to seek jobs elsewhere. 

These studies were completed before the unemployment problem was removed 
by war, which stimulated the textile industry to unprecedented activity and at 
the same time provided abundant job opportunities for displaced textile workers. 
With the probable decline to a more normal rate of textile production in the 
near future, there is reason to think that Fall River and New Bedford may once 
more take on the character of “depressed areas.” Those concerned with the long- 
range problem of declining industrial centers may well reflect on the tendencies 
which these authors have described. 


Yale University Lioyp G. REYNOLDS 
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HISTORY OF ECONOMIC THOUGHT 


Studies in the Classical Theories of Money. By Karl H. Niebyl. New York: 
Columbia University Press, 1946. Pp. xii, 190. $2.50. 


The author uses an eminently sound and fruitful methodological approach 
to his subject. He wishes to “furnish the tools for an understanding of the 
mechanics and dynamics of the flow of money,” and at the same time to arrive at 
that understanding by investigating “the institutional development of the func- 
tion of money.” He is aware of the fact that theories are constructed to fit the 
circumstances of the day, and rightly feels that continuity of received doctrine 
cannot be safeguarded in the traditional way, but only by “carefully anchoring 
it in the continuity of reality.” 

Such a program is promised in the Introduction and the promise is kept 
throughout. The execution of the program is not always perfect and especially 
the historical analysis of economic reality does not always delve deeply enough. 
Nevertheless, the book as it stands represents remarkable progress over the many 
traditional histories of thought which treat ideas and their development as 
existing or taking place in a vacuum and do not recognize interaction of theory 
and reality as the very subject of Geistesgeschichte. 

To those who have never worked on seventeenth- and eighteenth-century 
material some of Karl Niebyl’s findings will be as striking as they are correct. 
There was a time when “money as a circulating medium and capital as a pre- 
requisite for production” were identical and also a time when the import of 
precious metals as such was desirable since it made larger production possible. 
Consequently, mercantilist foreign economic policy aiming at gold and silver 
import was justified. There was a time when an increase of the medium of 
exchange did not lead to higher prices, as we expect on the basis of the quantity’ 
theory of money, but to lower prices because it stimulated production and 
increased the volume of goods available. Other examples could be added, and 
some of them would show that differences of opinion among various authors 
in matters of theory merely reflected the change in institutions. 

In addition, Mr. Niebyl’s research clearly reveals another fact, well known but 
overlooked by too many of us: economic theory has not been built up by a 
continuous process of systematic thinking in search of truth. If we disregard 
the development by logical reasoning from presuppositions not tested with a 
view to economic reality, theory has been pieced together and has grown in a 
haphazard way from attempts to deal with the problems of the day and, some- 
times even worse, from attempts to justify a desired economic policy. The last 
great addition to economic doctrine, Keynes’s admirable work, belongs in the 
category of those dealing with problems of the day. Thus economic theory has 
come to resemble an old, partly dilapidated house which has been jacked up 
several times. The roof has been patched again and again, attics have been con- 
verted into rooms, and rooms into storage space, stories and innumerable wings 
have been added whenever necessary. And after all these alterations the house 
is not even a comfortable one for those who have to live in it. In other words, 
that way of developing economic knowledge has led to both the unsatisfactory 
condition of economic theory and the deplorable status of the teaching of eco- 
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nomic principles. One can take almost any textbook on the principles of eco- 
nomics and in most of the chapters find side by side theorems worked out at 
different times during the eighteenth, nineteenth, and twentieth centuries, each 
covering a particular economic reality, namely, that of the period in which it was 
formulated. But they are presented as if all of them were valid or are criticized 
with present-day knowledge, based on present-day reality. The unhappy teacher 
of economic theory lacks, as a rule, the historical training to look through this 
bewildering situation with which he cannot deal, and the students, most of them 
future businessmen, leave school, to their own detriment, with contempt for 
economics. 

Since working on eighteenth-century material I have been impressed by the 
urgent need for a large co-operative venture and I feel that readers of the first 
chapters of Mr. Niebyl’s book will independently recognize the same need. 
Heckscher in his masterful book on Mercantilism described it as a system of 
economic policy; now it should be investigated in even more detail as a 
coherent system of economic thought. The methods applied by Mr. Niebyl 
would be the proper ones for such a research. It would show that, given their 
institutional environment, these thinkers were just as good economists as any 
one of us. It would show that they do not deserve that contempt which Adam 
Smith brought on them and which is uncritically repeated by those who have 
never taken the trouble to read these authors and try to understand them. 


Massachusetts State College 
at Fort Devens Fritz RepLicu 


Das Arbeitsethos des deutschen Protestantismus von der nachreformatorischen 
Zeit bis zur Aufklarung. By Klara Vontobel. [Beitrage zur Soziologie und 
Sozialphilosophie. Edited by René K6nig, Priv.-Doz. an der Universitat Ziirich, 
Band 2.] Berne, Switzerland: A. Francke AG. Verlag, 1946. Pp. vi, 162. 
Swiss Fr. 12.00. 


The problem of the relation between religious ethics and economic activities 
has long been exposed to the Weber-Troeltsch-Tawney thesis regarding the 
so-called “spirit of capitalism,” but studies such as Miss Vontobel’s dissertation 
are needed to bring about a more objective appreciation of the issues involved. 
The author and her sponsor, René K6nig, University of Zurich, deserve con- 
gratulations for the clear-cut approach evident in this undertaking. Refresh- 
ingly based on original sources it keeps aloof from the snags of controversy that 
clutter the field. The discipline characteristic of the study is illustrated also by 
the able translations into German of the longer Latin quotations and by the 
effective arrangement of primary materials and their richness in newly discov- 
ered items. An index would have enhanced the usefulness of the book. 

The “ethos of work” and its historically changing aspects are traced in the 
Lutheran form of “German Protestantism.” Important factors are shown to arise 
from church orthodoxy, the peculiar social awakening in the Pietistic movement 
within the church, and the notions and attitudes caused by the philosophy of 
the Enlightenment. Emphasis on the period between the Reformation and the 
threshold of the nineteenth century is justified by the claim that totally different 
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influences then arose to inspire the ethic of work and the concept of “calling.” 

Luther’s theological and ethical reorientation emerged partly from his critical 
experience in monastic asceticism. He dropped the preference for vita passiva over 
vita activa and considered as equally sanctified any work, be it practical or 
spiritual, if only faithfully performed before God. Salvation could be won by 
faith alone and not by storing up merits through good works. On the other 
hand, Luther, in accordance with ancient Christian tradition, connects the 
institution and toil of labor with man’s original sin (poena et remedium peccati). 
Justus Menius in his Oeconomia Christiana (1529) and other Lutheran writers 
elaborate on the penitential infliction inherent in human labor. Success in work, 
however, depends upon faith in God and on God’s answering man’s prayer for 
His blessing. To be sure, the sixteenth-century publicists reflect the existing 
structure of a preponderantly agrarian society, emphasizing status. Luther’s 
equal evaluation and sanctification of all kinds of activities did not alter his 
acceptance of social gradation as shown in his support of a strong but just 
patriarchal order and in his exhortations to humility and obedience by the servant 
worker. What is equal before God need not be equal among men; apparently the 
Lutheran approval of the feudal system of ranks did not let the “sanctifica- 
tion of all work” become democratized also. 

In the seventeenth century there developed a kind of devotional literature 
dominated by a humble though determined view of the Christian’s relation to 
his worldly concerns. The devastations of the Thirty Years’ War caused a 
darkened atmosphere of anxiety and pessimism. Miss Vontobel stresses these 
external events and their effects on the interpretation of economic matters and 
values. The social implications of Pietism in its peculiar “ethos of work” and 
of daily commitments can be read from many apt quotations provided by her 
scrutiny of devotional handbooks, as seen in the one from Benjamin Schmolck 
(1672-1707): “Ich will freudig aus dem Bethen zur bestimmten Arbeit gehn. 
Du wirst selbst ins Mittel treten mir getreulich beyzustehn . . . .” Work 
was considered a symbol of piety. Fulfillment of one’s earthly calling and obliga- 
tions (but without deriving glory from them) became part of the Imitatio Christi 
of Pietism. Their insistent practice of ethical living—‘methodische Arbeitsfith- 
rung”—made Pietist groups attractive to economic promoters everywhere. 

In her conclusions the author draws attention to the secularizing process 
which overtook the tradition of the Protestant ethos of work. During the Enlight- 
enment it got lost in the idealistic glorification of man and his achievements. 

Miss Vontobel’s subject could have encompassed a larger range of “Protestant” 
ethics. As the study issues from Zurich, Switzerland, one regrets the conspicuous 
absence of two elements of “German Protestantism” having their very origin 
there, Zwinglianism and Anabaptism. The Pietistic movement stood in close, 
and even causal, relation with both, as Paul Wernle (Basle) and Paul Honigs- 
heim (formerly Cologne, now Michigan State College) have shown. Attention 
should be called also to Robert Friedmann (formerly Vienna, now Western 
Michigan College) and his inquiries into Anabaptism and Pietism. These 
students brought the Weber-Troeltsch analysis of praxis pietatis closer to a more 
definitive understanding. A wider geographic expanse by which to assess the 
bearing of these developments would be welcomed by American scholars. It is 
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in the cultural landscape of the New World, in North and South America, that 
the Protestant “ethos of work” has left its mark. This can be witnessed, both 
historically and currently, in the settlements of a variety of denominations, be 
they Amana, Amish, “Brethren,” Lutheran, Mennonite, Moravian, or Schwenk- 


felder. 


The American University Ernst CorRELL 


Religion in Economics; A Study of John Bates Clark, Richard T. Ely, Simon N. 
Patten. By John Rutherford Everett. New York: King’s Crown Press, 1946. 
Pp. xiii, 160. $2.50. 


Working on the assumption that economic thought can be adequately under- 
stood only within the framework of the individual writer’s total philosophy, Mr. 
Everett has undertaken a study of the religious and philosophical ideas expressed 
in the works of Clark, Ely, and Patten. The choice of these three men was 
indeed fortunate, for they were all thinkers deeply concerned with problems 
relating to the fundamental nature of man, his purpose and his destiny. They 
believed that the problems of America were basically spiritual rather than eco- 
nomic. All three came from homes steeped in the Puritan theology, and while 
each in his way discarded a great part of the traditional dogma they were 
convinced that Christianity offered the soundest and most rational foundation 
for society. Clark’s and Ely’s fundamental theological concept was the father- 
hood of God and consequently the brotherhood of man. Patten rejected the 
traditional idea of an anthropomorphic God and considered God to be the sum 
total of all man’s ideals and hopes. But all agreed that a religious conversion was 
fundamental to economic reform. Once man had been converted, he was stripped 
of the vices of avarice and selfishness. In this connection, it is interesting to note 
that Patten decried the common theological belief in an individual and personal 
conversion, and preached the necessity of social conversion that would place the 
emphasis on the salvation of society rather than of the individual. Only after 
conversion had been achieved was it possible for society to evolve to the desired 
goal, the Kingdom of God on earth. But the three disagreed on the source of 
the principles that would guide man after conversion: Clark saw man as moving 
within the framework of the eternal natural laws; Ely believed man to be guided 
by an internal moral law which blossomed forth under the touch of spiritual 
conversion; while Patten regarded man in society as being controlled by certain 
pragmatic rules adapted to his environment and problems. 

There is no doubt that the economic thought of Clark, Ely, and Patten was 
greatly influenced by their religious beliefs. Clark and Ely regarded competition 
as wholesome—when it was tempered by the Christian code of conduct and its 
hierarchy of values. Competition, for Patten, ran counter to his ideas on compro- 
mise and co-operation and was therefore rejected. The institution of private 
property was supported by Clark and Ely on the basis of the theological argu- 
ment that God gave man after the fall the right to all he could wrest from 
Nature and could create. Both further agreed that man holds his property in 
trust and is responsible to God and society for his stewardship. Patten spoke 
little on the subject of property; once the co-operative principle was established 
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as the controlling force in society, property distinctions would become unim- 
portant. While Patten and Ely favored government planning, Clark was unable 
to conceive of government as having any positive social function. Patten was 
convinced that, once religious regeneration had eradicated selfishness, the planners 
would work for the mutual benefit of the people. Ely shared this view, but in 
addition considered true government as being exercised in conformity with 
God’s will, and therefore capable of achieving only good. 

This essay is well written and the exposition is closely integrated. It is unfor- 
tunate that Mr. Everett has circumscribed his task so as to exclude fuller criticism 
of the ideas presented by Clark, Ely, and Patten. In the last few pages the author 
does sketch in a short criticism of their social and economic ideas, but this treat- 
ment is too brief to be adequate. However, Mr Everett has done an excellent job 
within the limitations he has set himself, and has made a real contribution to 
literature in the field of American intellectual history. 


University of Wisconsin D. R. KENNEDY 


The Response of Jean Bodin to the Paradoxes of Malestroit and The Paradoxes. 
By George Albert Moore. Translated from the French second edition. Paris: 
Jacques du Puys, 1578. Washington, D. C.: The Country Dollar Press, 1946. 
Pp. xviii, go. $1.00. 


Perspective on inflation as a recurring historical phenomenon is the primary 
contribution of these treatises. Readers who are interested also in cultural develop- 
ment will find in the second essay evidence of the universality of Renaissance 
scholars. Its author wrote on history, government, toleration, magic, and natural 
science. 

In France a slow but steady increase in population occurred from the time 
when Louis XI substituted his special brand of diplomacy for the prolonged 
carnage of the previous century. Offsetting the rise in demand was an inadequate 
transport system and an economy blocked by monopolies granted to royal 
favorites. While demand was growing, local, or artificial, scarcity prevented 
satisfaction. A concurrent influx of precious metals, partly from Lombards 
speculating at the Bank of Lyons, more lavishly from Spaniards buying food- 
stuffs they themselves could not produce, raised prices tenfold. 

This was the crisis that inspired the essays in the volume under review. 
Malestroit, director of royal accounts, did not reach the fundamentals of the 
problem, although he groped toward bimetallism and the law formulated con- 
temporaneously by Gresham. Bodin, an attorney, with a more searching mind, 
recognized the conditions sketched above, and threw brighter light on the laws 
implicit in Malestroit’s analysis. He had business relations with the president 
of the Chambre des Comptes and a decade’s residence at Toulouse had 
acquainted him with commercial activity along the Spanish frontier. Thus Bodin 
was able to use the microscope of personal experience on a vast public problem. 
He saw that the crisis was due to a complexity of causes, of which one, the 
standard of fineness, was not even grazed by the administration. He asked for 
recognition of the gold-silver ratio of 12:1 and stabilization of the currency. It is 
interesting to recall that a standard coinage was achieved by Elizabeth in 1560. 
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This able thinker, in his Methodus of 1566, had propounded a philosophy of 

history. In 1568, he initiated the quantity theory of money. Colonel Moore has 
used the (French) edition of 1578 for his translation, without indication of the 
long variative to which he refers on page ix. It would be easier to trace 
the development of Bodin’s economic ideas, and his relation to other thinkers, 
from the first edition. I should have been glad to see fuller critical apparatus- 
As Gardot says in La Province D’ Anjou, November 1929, “The work awaits 
a circumspect editor.” 
_ There is a growing literature on Bodin, in German, Italian, and French, but 
little in English. Anyone who has struggled with Bodinian sentence structure 
will be grateful for this translation, which has the merit of clarity even if it is 
not of silken smoothness. 


New London, Connecticut BEATRICE REYNOLDS 


LABOR RELATIONS 


Government and Labor in Early America. By Richard B. Morris. New York: 
Columbia University Press, 1946. Pp. 557. $6.75. 


Here is a major contribution to understanding the relation prior to 1840 of 
American government and courts to labor. Part I treats of free, and Part II of 
bound, labor. The former discusses such topics as regulation of wages and 
prices, concerted action among workers, terms and conditions of employment, 
maritime labor relations, and military service. Part II treats of the nature of 
bound labor and its sources, the legal status of servitude, and in a final chapter 
the persistent problems of labor relations in the light of early American experi- 
ence. Among the more important subtopics in Part I are problems of poor 
relief; supply of skilled labor; combinations to maintain craft monopolies; con- 
certed action by workers in licensed trades, by free white workmen against 
Negro slave workers; political action by working-class groups; the system of 
wage payments; seamen in the courts of common law; the discipline of the sea; 
and exemptions from military and nonmilitary service. In Part II there is a 
discussion of immigration as a source of labor supply; British political prisoners 
condemned to servitude; obligations of masters to servants; servitude imposed 
by colonial courts for debts; apprenticeship and child labor. 

In general the emphasis is on the economic relations of employer and work- 
men and especially on wage payments, though indentured servants to whom no 
wages were paid are treated very fully. There is very little emphasis on the 
social control of labor by government and courts, such as the laws governing the 
religious and educational instruction of servants and apprentices; nor on the 
problems of miscegenation of white indentured servants with bound Negro 
slave women. The “lay” system and the labor problems of the whaling industry 
are barely mentioned, though many thousands of seamen were included and 
though numerous cases came before the courts concerning this industry (mutinies 
for example). Government regulation of squatters is omitted. However, these 
omissions are not mentioned so much by way of criticism as to inform the 
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reader of the scope of the book. Some omissions had to be made, and studies 
already in print along these lines, if satisfactory, should not be duplicated. 

Considering the very pressing labor problems that confront our government 
and society today, the historian, lawyer, economist, sociologist, labor leader, and 
large employer of labor should be especially interested in reading at least por- 
tions of this book. It is a first in this respect. A recent and regrettable trend in 
American historiography, even in the case of some scholarly books, is the prac- 
tice of omitting footnotes, or the evidence supporting the facts and conclusion 
asserted by the author. Mr. Morris, on the other hand, has documented his book 
so heavily that some of the readers it should have are likely to shy away from it. 
He writes objectively and with a minimum of bias and prejudice. The narrative 
is mainly factual. He draws few inferences, makes few comparisons, points out 
few trends either in the book as a whole or in the topics discussed. This is 
remedied somewhat in the last chapter but more could have been done along 
this line. Some unnecessary documentation could have been omitted in order to 
gain more space for such matters. 

This book is important for another reason. It helps balance the content of our 
history which still emphasizes the events of political history, the activities of 
upper-class leaders, the evolution of political institutions, the conflicts of parties, 
and so forth. This book treats of the people, their problems, and their exploita- 
tion by their masters. It is based mainly on a long, careful, and very exhaustive 
study of original manuscripts and printed original sources. 

Mr. Morris makes few errors of fact but there is one of importance which I 
feel obliged to call attention to. The paragraph on pages 381-82 is misleading and 
inaccurate respecting the legal obligations of parents and masters in the New 
England colonies in regard to the education of servants and apprentices in 
secular, religious, and trade education. It reads in part: “Aside from obligations 
under the articles of apprenticeship, parents and masters in the New England 
colonies were required by law to see that their children and servants could read 
and write the English language. For failure to teach their children to ‘read and 
understand the principles of religion and the capital laws of the country,’ the 
Massachusetts Act of 1642 penalized the parents by apprenticing their children 
to others, boys until twenty-one, girls until eighteen . . . .” The Massachusetts 
Act of 1642 did not require parents and masters to teach their children and 
servants “to read and write the English language.” The educational act in the 
Massachusetts code of 1673, the last in the seventeenth century requiring parents 
and masters to teach their children and apprentices to read was repealed in 
1695. The various acts passed in the eighteenth century prior to the revolution 
applied only to poor children apprenticed in specified localities (Boston, 1735) 
or to children living without the bounds of any town (1703, 1710, 1741, 1758) 
or to children coming into a town from another town whose parents were not 
residents of the town from which the child came (1771). 

There is insufficient space to summarize in detail all the eighteenth-century 
educational legislation of the New England colonies. But it may be noted that 
these Massachusetts laws were nearly all special rather than general and per- 
missive rather than compulsory. They favored the education of poor children 
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through the apprenticeship system. Connecticut was the only New England 
colony to continue in force the duty of parents and masters to teach all children, 
including apprentices and servants, to read, but exceptions were made if parents 
or masters were unable through “incapacity.” In that case the memorizing of a 
short catechism could be substituted (1690). New Hampshire, part of Massa- 
chusetts until 1679, passed no law on education until 1712. Then, “all youth of 
ten years of age who could not read were to be bound out and taught to read and 
write until ‘they shall be of age.’” In 1719 selectmen and overseers of the poor 
were given power to see that children should be brought up to “some honest 
calling which may be profitable to themselves and the public.” Finally in 1766 
it was provided that children whose parents were judged unable “to maintain” 
them should be apprenticed with provision “that the master must be instructed 
to teach males to read and write and the females to read.” 

This volume is specialized as its title indicates. There are numerous topics that 
belong to or are offshoots of the relations of government and labor. The citing 
of a law for example is not proof of its enforcement. Even in New England most 
of the colonial laws on this subject complain that there is “great neglect” by 
parents and masters in obeying the provisions for religious instruction and for 
education. Mr. Morris gives some references to enforcement but in many cases 
we have only the law for evidence, not the practice. In fact, a great deal of 
research is necessary to add much to what is already known on this subject. 
Some topics are given much space, especially indentured servitude, on which 
much has been written. The evidence cited shows that sources other than laws 
and court records—for example, personal narratives, letters, diaries, and so forth— 
are used rather sparingly. 

In spite of these criticisms, which are after all minor in character, this book is 
a monumental and careful study of the background of one of our most important 
and pressing problems—the relation of government to labor, and also employer, 
as reflected by laws and courts. The exploitation of labor by the employer shows 
how long the road has been in the effort by labor to gain fairness, justice, and 
the “rights of labor.” Mr. Morris is now the first authority on this phase of 
our history. He has not only earned it by this book but by other scholarly publi- 
lications. 


University of Chicago M. W. JERNEGAN 


Labor and the Law. By Charles O. Gregory. New York: W. W. Norton and 
Company, 1946. Pp. 467. $5.00. 


In the 140 years since the Philadelphia cordwainers’ case, there has developed 
in the United States an enormous body of case and statute law which has been 
largely inaccessible to the nonprofessional. Mr. Gregory has, thus, performed a 
very useful task in making available a nontechnical analysis of the framework 
of labor law. Beginning with a discussion of the doctrine of criminal con- 
spiracy, he proceeds to treat the labor injunction, strikes and boycotts, the anti- 
trust laws, the National Labor Relations Act, and picketing. 
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Even though it is well written and stripped of documentation this is not a 
book for the casual hit-and-run reader. Unlike many other writers, Gregory is 
fully aware of the economic drives of unionism; he sees the development of 
unions as an integral part of industrialization, and recognizes that “the pressure 
on the unions from beneath is enormous. They cannot afford not to do almost 
exactly what they are doing today, if they are to survive as popular representa- 
tives of their constituents” (p. 416). He is sympathetic to unionism but argues 
that the monopolistic character of unions brings with it certain undesirable 
features which should be eliminated. He favors elimination of union resistance 
to the introduction of more efficient means of production, union requirements 
on the hiring of unnecessary labor, jurisdictional disputes, union action to compel 
price-fixing, graft and corruption, and physical obstruction to movement of 
goods in commerce. In addition, he favors enforcement of collective agree- 
ments and greater union responsibility to members. 

The enactment of the Taft-Hartley Act in 1947 makes some portions of the 
book less significant than when written. Nevertheless, the book is in my opinion 
by far the ablest and most useful of the general works in the field, and one that 
teachers ought to find helpful in their classes. 


New York University EMANUEL STEIN 


Labor Unionism in American Agriculture. [United States Department of Labor, 
Bureau of Labor Statistics Bulletin No. 836.] Washington, D.C.: United States 
Government Printing Office, 1945. Pp. 457. Seventy cents. 


This bulletin of the Department of Labor makes available an independent 
study by Stuart Jamieson which serious students of farm labor, whether their 
chief interest is historical or contemporary, will find indispensable as a book of 
reference. It lacks the lucid analysis and organization of the recent volume by 
Harry Schwartz and also the flesh and blood of Carey McWilliams’ writings, 
but it documents with an insistent wealth of specific example the essentially 
industrial relationship of employer and employee in important segments of 
American agriculture since the last decades of the nineteenth century. Indeed, 
the title might more accurately read “Conflict, Collective Bargaining, and 
Trade-Unionism,” for the collected evidence clearly indicates that agricultural 
strikes have been more widespread and persistent than agricultural unionism. 

The scope of the investigation in terms of crop and geographic area is the 
most comprehensive in the field of farm-labor studies. Except for the well-known 
activities of the International Workers of the World, it is true that Mr. Jamieson 
has not found many instances of conflict in corn, grain, and general farming, 
the chief locale: of the traditional “hired man”; nor has he been concerned to 
examine the validity of the assumption that the social status and personal rela- 
tion with the employer enjoyed by the hired hand have been sufficient protection 
for his economic interest. But wherever American agriculture has developed 
impersonal labor relations or marked labor exploitation, with very few omissions 
(cotton during the Reconstruction years and sugar-cane production are two), 
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Mr. Jamieson has examined the occasion for conflict and collective bargaining 
or the reasons why they have been absent or relatively slight. The inclusion in 
one volume of casual workers in fruits, vegetables, cotton, and sugar beets, of 
cowboys and sheep shearers, of sharecroppers and even certain groups of 
marginal tenants is valid and, indeed, important since their history as a distinc- 
tive class in American agriculture has been largely neglected. However, the 
logical unity is not reflected in the treatment, which is episodic and dependent 
upon geography for organization. 

Of necessity, Mr. Jamieson’s debt is large to the many excellent special studies, 
published in the general field of agricultural labor. He has also made use of 
unpublished studies and reports, of the various Congressional investigations 
from the Industrial Commission to the Tolan Committee, of labor and grower 
publications and the local and radical press. These have been supplemented by 
field interviews across the country. The literature specifically devoted to agri- 
cultural unionism is limited, and this study illuminates various aspects of union 
history. A number of episodes, however, are treated more fully in other sec- 
ondary accounts. 

As a mature synthesis and analysis of the course of agricultural unionism, 
the study is disappointing. There is no well-rounded treatment of racial con- 
sciousness nor of revolutionary unionism as both a stimulus and a deterrent to 
organization. There is no adequate investigation of the reasons behind the 
early efforts and the subsequent neglect of the American Federation of Labor; 
of the abrupt abandonment of organizational efforts by the United Cannery, 
Agricultural, Packing and Allied Workers of America; of the conflict within 
industrial unions between the desire to promote agricultural organization and 
the need to conciliate farmer opinion for political reasons; nor of the obstacles 
to unionism in the frequent shifting of the composition of the labor force in 
many crop areas. A comparison with the history and problems of industrial 
trade-unionism would have been enlightening. 

Mr. Jamieson is most interested in the factors that make for conflict on the 
farm, in the reasons for the weakness of casual laborers in economic bargaining, 
and in a program to meet their needs which would include, but not be limited 
to, unionization. His conclusions are useful, but for the most part not unfamiliar. 
In addition, however, the materials presented and the analyses of specific situa- 
tions will prove extremely provocative to anyone concerned with the distinctive 
nature of unionism in agriculture and the factors that have promoted or retarded 
its growth. 

Perhaps no single aspect of the history of agricultural unionism in America 
emerges more strikingly from this account than the vitality of union .organiza- 
tion in 1936 and 1937 and the subsequent debacle that attended the interunion 
conflict and the retrenchment of U.C.A.P.A.W.A. Not only the historian, but 
also the leaders of the new National Farm Labor Union, successor to the Southern 
Tenant Farmers Union, may find it profitable to review the pre-1941 history of 
agricultural unions which Mr. Jamieson has assembled. 


Hunter College LaWanpa Cox 
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The Social System of the Modern Factory. The Strike: A Social Analysis. By 
W. Lloyd Warner and J. O. Low [The Yankee City Series, Vol. 4.] New 
Haven: Yale University Press, 1947. Pp. 245. $3.00. 


The Yankee City Series, of which this volume is the fourth to appear, is the 
outcome of an ambitious attempt to apply to the life of a modern community the 
tools of analysis developed by social anthropologists in the study of preliterate 
societies. A large group of writers, analysts, and field workers spent more than 
a decade examining the city of Newburyport, Massachusetts. As fruit of their 
labors, there have already come forth books on the social life, the status system, 
and the ethnic groups of the community. We have before us now the results of 
the investigation into the town’s system of production. 

The point of departure is a strike in the Newburyport shoe factories in 1933. 
Delving into the causes for the stoppage and for its success, the authors reject 
the laborers’ own notion that they went out for higher wages and improved 
conditions. Messrs. Warner and Low turn instead to an inquiry into the social 
role of the factory in the community and of the worker in the factory. They 
emerge with the conclusion that the specific demands were superficial; the basic 
grievances arose from the breakdown of the hierarchy of skill through the impact 
of division of labor and technological change together with the loss of social 
control over the owners of the factory through the development of absentee 
capitalism. The whole discussion leads to a “blueprint of tomorrow” that covers 
not only the nature of economic change and social class in America, but also 
its “world implications.” 

All this is set forth in so confident a manner that it seems almost impious in 
the historian to raise his inevitable question: Did this actually happen? 

The authors blithely tell us that “where truth ends and idealization begins 
cannot be learned.” Yet this book is, in the first instance, a description of a 
specific time and place, Newburyport in the 1930’s. That time and place offer 
in evidence a certain amount of concrete data capable of testing the substance 
and method of the study, whatever its cosmic implications. 

To begin with, the volume cannot free itself of the general errors of the whole 
series. (These are discussed in some detail in New England Quarterly, XV 
[1942], 554-57, XVIII [1945], 523-24.) The investigation was undertaken with- 
out reference to previous works and relied primarily upon direct observations. 
That procedure resulted in a fundamental misconception of the history of the 
community and in a general inclination to mistake social myths for social 
realities. Both the conceptions of class and of ethnic groups are ambiguous and 
misleading; the series, for instance, endows the city with a number of Yankees 
it could not possibly have had. And over the whole project rests the pretence of 
anonymity and generality. Whether the use of contrived names and fictitious per- 
sonalities actually shields anyone or not, references to Factory A, Factory B, and 
so forth certainly leave the authors room for manipulation and certainly stand in 
the way of verification. 

Now let us leave the wonderful realm of A’s and B’s and regard the shoe 
industry in Newburyport with an eye to evaluation of the extent to which the 
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analysis of the volume explains the outbreak and settlement of the strike under 
consideration. To describe that strike as successful, as the authors do, is, to say 
the least, an exaggeration. The union asked for a closed shop and a 10 per cent 
wage increase; it got simple recognition and no raise. Furthermore, within three 
years the union had again lost out in one of the two factories still open. In any 
case, whatever measure of success the union had derived from circumstances the 
authors never mention. March and April 1933 were, after all, the months of the 
great terror, of closed banks and intense New Deal activity. 

A simple explanation, not however contained in this volume, will also account 
for the outbreak of the strike. Such labor difficulties were not without precedent 
in Newburyport, although Warner and Low are unclear on the matter (see, for 
example, pages 4, 5 and 6, 28). This particular affair did not even originate in 
the city. In the early months of 1933, a bitter organizational contest between the 
National Shoe Workers Association (independent) and the Boot and Shoe 
Workers Protective Union (A.F.L.) developed in Boston, Haverhill, and Lynn, 
and spread from those places to Newburyport. Unionization in the last-named 
city was an incident in the larger struggle rather than the consequence of local 
developments in the community structure. 

The whole discussion of the role of skills and of absentee ownership which 
Warner and Low regard as the nub of the matter displays, in addition, a calm 
disregard of the historical background. The authors thus contrast the position of 
the modern factory worker, deprived of social mobility through the devaluation 
of his skills by machinery and by the division of labor, with that of the old 
handicraft worker for whom rise in status steadily accompanied rise in skill, from 
apprentice to journeyman to master. Unfortunately, the contrast has no founda- 
tion in fact. Social mobility never operated in this idyllic manner in New Eng- 
land; high rewards were not the simple concomitants of skill in the nineteenth- 
century shoe industry; and the strikes of journeyman shoemakers, bootmakers, 
cordwainers in 1867, in 1840, and earlier indicate that the history of such griev- 
ances reaches back beyond the period of factory growth. Furthermore, the volume 
ascribes to the present-day factory workers resentment over loss of a position they 
never enjoyed, since these people are not former artisans or even the sons of 
former artisans. 

One must also remain doubtful of the influence of absentee ownership in 
depriving the community of control over the factory. To Warner and Low, the 
separation of the capitalist from the factory city in this manner is an absolutely 
new thing. Yet the slightest acquaintance with the economic history of northern 
New England would reveal that control from Boston and New York in some 
industries went back more than a century without entailing the train of conse- 
quences here blamed upon it. 

Nor is the contrast of ruthless modern management with the patriarchal old 
gentlemen who owned the mills in the 1890’s any closer to the facts. Elisha P. 
Dodge may well have been a pillar of the Unitarian church of the town, but that 
hardly augmented the esteem in which he was held by his Irish Catholic 
employees. Could we but penetrate the disguises that cloak the characters of 
Yankee City, we would discover that these early entrepreneurs were not far 
different from their counterparts fifty years later in relations with employees 
and with the community. 
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Here as elsewhere, the authors have accepted the judgments of the com- 
munity about itself and about its past. Yet how shall we understand the nature 
of either social myth or social reality unless we comprehend first that there is a 
distinction between the two? The key to such comprehension is an adequate 
grasp of the historical past from which the present flows. 


Harvard University Oscar HanbDLIN 


Research Notes 
R. W. anp Murtet E. Hiny 


A new organization, The Business History Foundation, Inc., has been estab- 
lished “to carry on and facilitate research in the history of business and to assist 
in the publication of such research.” Gifts from individuals, institutions, and 
companies are expected to finance it. 

The trustees of the foundation are: Joseph H. Appel, retired executive of the 
Wanamaker stores; Ray Palmer Baker, dean of Rensselaer Polytechnic Institute; 
Henrietta M. Larson, associate professor of business history at the Harvard 
Graduate School of Business Administration; Charles W. Moore, assistant vice- 
president of SKF Industries, Inc., and N. S. B. Gras, Straus professor of 
business history at the Harvard Graduate School of Business Administration and 
president of the foundation. 

The first major project is to be a history of the Standard Oil Co. (N/J.). In 
addition to Miss Larson, the executive vice-president of the foundation, who is 
on leave from Harvard, the group of scholars appointed to carry on the research 
are Charles S. Popple, Mrs. Evelyn H. Knowlton, George W. Gibb, and John S. 
Ewing, all of whom have worked in business history at the Harvard Graduate 
School of Business Administration, and Ralph W. Hidy and Muriel E. Hidy, 
formerly of Wheaton College, Norton, Massachusetts. This project is expected 
to take not less than five years to complete. Four or more volumes are planned 
to be the products of the research. The company has opened its records to the 
research staff. To quote from the article on the foundation in the Bulletin of the 
Business Historical Society, June 1947: “The object will be the discovery of 
past activities and present trends, old mistakes and new challenges, private action 
and public sanction, organization and control, with emphasis on policy and 
management over the many decades of the Company’s existence. Always the facts 
will be presented against the background of the times.” 

The Committee on Research in Economic History has announced the estab- 
lishment of six national fellowships in economic history for the academic years 
1947-1948, 1948-1949, and 1949-1950. Graduate students in the United States 
and Canada who have completed at least one full year of graduate study are 
eligible. No more than six persons will hold fellowships at any one time. Applica- 
tions for the coming academic year had to be filed by June 30, 1947; those for 
1948-1949 and 1949-1950 must be filed on or before the March 1 prior to the 
academic year for which a fellowship is wanted. Application forms may be 
obtained from the Fellowship Secretary, Social Science Research Council, 230 
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Park Avenue, New York 17, New York. For information on the objectives and 
conditions of the fellowships, interested persons should write to Arthur H. Cole, 
Box 37, Cambridge 38, Massachusetts. 

The Committee on Research in Economic History has made a grant to David 
M. Ellis, Hamilton College, to aid him in his research on railroad land grants, 
and one to Clarence E. Danhof, Princeton University, for further exploration of 
agricultural entrepreneurship in the middle decades of the nineteenth century. 

Among the April appointments of the Social Science Research Council to 
Research Training Fellowships of interest to economic and business historians 
are the following: Morris A. Adelman on dominance in interfirm bargaining 
with special reference to the Atlantic & Pacific Tea Company; Norman M. Kap- 
lan on the allocation of resources in the Soviet economic system; Lawrence R. 
Klein on economic planning in Norway; Philip J. Thair on the relationships of 
agriculture to national and world economies; Ralph H. Turner on patterns of 
Negro-white relations in labor unions in Chicago; and Ralph C. Wood on 
problems of theory and policy in unilateral economic development. 

During the same month the Council announced grants-in-aid to the fol- 
lowing: Lawrence A. Harper, University of California, for an economic history 
of the thirteen American colonies; Richard J. Hooker, Roosevelt College, for 
study of the South Carolina frontier, 1766-1772; Fritz Machlup, University of 
Buffalo, for an analysis of the economics of the patent system; Neil A. McNall, 
State Teachers College, Albany, for an investigation of mortgage indebtedness of 
farmers, and of mortgage-loan activities of investors in the Genesee Valley, 
1835-1860; Joseph A. Russell, Syracuse University, for an analysis of data on the 
industrial geography of the Ford Motor Company; and Theresa Wolfson, Brook- 
lyn College, for study of the changing philosophy of the American labor move- 
ment. Grants-in-aid to social scientists in southern states were received by Thomas 
B. Alexander, Clemson College, for a study of the political, social, and economic 
phases of the Reconstruction period in Tennessee; Louis K. Brandt, University 
of Mississippi, for an analysis of fees and taxes of domestic corporations in 
southeastern states with special emphasis on Mississippi; and Berlin B. Chapman, 
Oklahoma Agricultural and Mechanical College, for a history of federal manage- 
ment of lands in the Cherokee Outlet, 1803-1907. 

Research workers in the western part of the United States have been delighted 
to learn of the purchase by Stanford University of 45,000 colonial and early 
American newspapers from the American Antiquarian Society, Worcester, 
Massachusetts. The collection covers the period from 1762 to 1902, though the 
bulk of the materials goes but slightly beyond the first quarter of the nineteenth 
century. The prize item is a continuous file of the Boston Independent Chron- 
icle, followed by its successor, the Boston Daily Advertiser, extending with but 
one break, 1826-1848, to 1902. Requests for information on the collection should 
be addressed to Nathan van Patten, Director of Stanford University Libraries, 
Stanford University, Palo Alto, California. 

Material of vital interest to historians continues to be received by the National 
Archives. Attention is invited to the quarterly lists published under the title of 
National Archives Accessions and the consolidated list of accessions for each year 
included in the Annual Report of the Archivist of the United States. 
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Work has been suspended on the World War II Records Project of the 
National Archives. The First Session of the Eightieth Congress made no appro- 
priation for its continuation. The “Handbook of World War II Agencies and 
Their Records” “will probably be published although it may not be as compre- 
hensive as originally planned.” 

The corresponding secretary of the Lexington Group, R. C. Overton, reports 
that the “Bibliography of Secondary Works in Railway History” should be com- 
pleted by the end-of 1947. It is to be mimeographed by the Association of Ameri- 
can Railroads so that it may be circulated to interested individuals, schools, col- 
leges, and libraries as well as to members of the group. Information on research 
in progress on railway history is available to interested persons if they will write 
to R. C. Overton, School of Commerce, Northwestern University, Evanston, 
Illinois. 

The second Report of the Curator of the Collection of Regional History, 
Cornell University, 1945-1946, contains items of broad interest. Among recent 
acquisitions are the William Pierrepont White Collection, the Semet-Solvay 
Company documents, and those of Josiah B. Williams, a banker and businessman 
of Ithaca. The report includes a list of manuscripts, newspapers, periodicals, 
broadsides, and directories. Edith M. Fox, acting curator, expresses an interest in 
the preservation of business records. More detailed descriptions than those given 
in the report are available, and photostats and microfilms are supplied on request 
at cost. 

Three new bibliographical aids have come to our attention. The results of 
Clarence S. Brigham’s labors over many years, previously available in the Pro- 
ceedings of the American Antiquarian Society, have been revised, expanded, and 
published in History and Bibliography of American Newspapers, 1690-1820 
(Worcester, Mass.: American Antiquarian Society, 1947), 2 vols. Research 
workers finally have an easily accessible companion to the American Newspapers, 
1821-1936; a Union List of Files Available in the United States and Canada. 
The Library of Congress last year published a Guide to Manuscripts Relating to 
American History in British Depositories Reproduced for the Division of Manu- 
scripts of the Library of Congress (Washington, D.C.: Government Printing 
Office, 1946). A complement to the American Library Directory has been com- 
pleted in Special Library Resources (New York: Special Libraries Association, 
1941-47), 4 vols. 

Attention is invited to the announcement on the inside front cover of this issue 
that correspondence with our British colleagues has finally effected arrangements 
for joint membership with the Economic History Society. One pleasant result is 
that those persons who take advantage of the proposal will be freed from the 
necessity of buying sterling funds. 

While this issue was in press, we received the announcement of a $2,500 fellow- 
ship in business history for twelve months’ study at the Harvard Graduate School 
of Business Administration. Applicants must have a master’s degree and be 
candidates for or possessors of a doctor’s degree. Requests for applications should 
be directed to the Executive Secretary of the Business Historical Society, Inc., 217 
Baker Library, Boston 63, Massachusetts. Applications must be submitted not 
later than December 1, 1947. 
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